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86TH CONGRESS SENATE REpPORT
9d Session No. 1856

SOCIAL SECURITY AMENDMENTS OF 1960

Avausr 19, 1960.-—Ordered to be printed

Mr, Byrp of Virginia, from the Committee on Finance, submitted

the following
|

/ REPORT

together with
MINORITY VIEWS
[To accompany H.R. 12580]

The Committee on Finance, to whom was referred the bill (H.R.
12580) to extend and improve coverage under the Federal old-age,
survivors, and disability insurance system and to remove hardships,
and inequities, improve the financing of the trust funds, and provide
disability benefits to additional individuals under such system; to
provide grants to States for medical care for aged individuals of low
income; to amend the public assistance and maternal and child welfare
provisions of the Social Security Act; to improve the unemployment
compensation provisions of such act; and for other purposes, havin
considered the same, report favorably thereon with amendments an
recommend that the bileo pass.

I. Score oF THE BiL

In this 26th anniversary year of the Social Security Act, the com-
mittee has examined proposals relating to almost every title of the
Social Security Act. As a result of our consideration, the committee
is reporting & bill which makes chanfes and improvements in all of the
programs encompassed by this legislation.

The major issue presented to the committee this year has been the
increasing cost of adequate medical care for older Eeople. The evi-
dence presented to the committee indicated that these costs derive,
to a large extent, from the fact that iropressive improvements have
been made in medicines and medical technology, which assist'in better

1



2 : SOCIAL SECURITY AMENDMENTS OF 1960

diagnosis and treatment, and from improved hospital and other facili-
ties and their wider availability to the public. The knowledge that
these costs are unpredictable, and sometimes very heavy, especially
for our older men and women living on reduced retirement incomes,
has been a matter of grave concern to this committee.

As a result, we are recommending a program of Federal assistance in
providing, through the cooperation of the States, an expanded program
of medical care for persons aged 65 and over. Under this proposal
the Federal share of existing old-age assistance plans will be substan-
tially increased to encourage States to strengthen their medical pro-
grams for these people or to initiate new programs. In addition,
Federal money wiﬁ be made available, on a generous matching formula,
to assist the States in aiding those aged persons, many of them other-
wise self-sufficient, who need help on%y in meeting the costs of medical
care of a very expensive nature.

II. PrincipaL ProvisioNs oF THE BiLn oN MEDICAL SERVICES FOR
THE AGED

The amendment of the Committee on Finance is an improvement
on the bill passed by the House of Representatives for a number of
reasons. First, it can be made effective on October 1, 1960, whercas
the effective date of the House bill is July 1, 1961. Second, the
committee plan strengthens the House bill by adding an additional
$130 million in Federal money for the medical vendor payments, in
the form of more favorable Federal matching, to act as an incentive
to the initiation or fuller development of State medical programs for
the aged. Finally, the reported bill is a simplification and streamlining
of the House bill, which will greatly facilitate its administration.

In summary, the bill as reported by the committee represents a
realistic and workable plan. States can take advantage of its pro-
visions in part or whole almost immediately upon enactment. The
financial incentive in the plan should enable every State to improve
and extend medical services to aged persons.

The Committee on Finance has made three basic changes in the
existing old-age assistance provisions (title I) of the Social Security
Act to encourage the States to improve and extend medical services
to the aged: .

(a) Increases Federal funds to the States for medical services
for the 2.4 million aged persons on old-age assistance;

(b) Authorizes Federal grants to the States for payment of
part or all of the medical services of a group of persons totaling
about 10 million who may, at one time or another, be in need of
assistance in paying their medical expenses;

(¢) Instructs the Secretary of Health, Eciucation, and Welfare
to develop guides or recommended standards for the use of the
States in evaluating and improving their programs of medical
services for the aged. ~

The committee has given careful consideration to the subject of
medical care for the aged. This has included review of the testimony
presented in the extensive public hearings held by the House Com-
mittee on Ways and Means and the additional hearings by the Com-
mittee on Finance on the House bill and certain other health care
proposals which have been advanced. As-a result, the committee
1s cognizant of many problems which exist in this area., The com-
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mittee is also cognizant of difficulties attendant upon various ap-
proaches which have been advanced,

Your committee has designed a Federal-State matching program
based upon historic principles of Federal-State cooperation. This
program is established under title I of the Social Security Act, thereb
providing additional matching funds to the States to gl) establis
a new or improve their existing medical care program for those on
the old-age assistance rolls, and (2) add a new program designed to
furnish medical assistance to those needy elderly citizens who are not
eligible for old-age assistance but who are financially unable to pay for
the medical and hospital care needed to preserve their health and
prolong their life. This twofold plan would thus cover all medically
needy aged 65 or over, whether or not they are eligible for old-age
assistance, or whether or not they are eligible for the benefits under
the social security or any other retirement program. It accomplishes
this objective within the framework of a Federal-State program with
broad diserimination allowed to the States as to the programs they will
institute, improve, and administer in meeting the health needs of the
aged when illness occurs or continues,

A, MEDICAL CARE FOR THE AGED RECEIVING OLD-AGE ASSISTANCE

1. Purpose

The existing provisions of title I provide Federal funds to the
States for medical services to aged individuals who are determined to
be needy-by the States. At the present time, States provide needy
aged persons with “money payments” for medical services and also
provide ‘‘vendor payments’ to the suppliers of medical care (for
instance, doctors, hospitals, and nurses). These provisions vary
greatly, Some States have relatively adequate provisions for the
medical care of needy aged persons; others have little or no provision.
The increased Federal financial provisions in the bill are designed to
encourage the States to extend comprehensive medical services to all
needy persons receiving monthly assistance payments. Participation
in the Federal-State program is completely optional with the States;
with each State determining the extent and character of its own pro-
gram, including the standards of eligibility and the nature and scope
of benefits. The limits of Federaf; financial participation are dis-
cussed later in this report. ' )

2. Effect of bill.

At the present time, the Federal Government makes available to
the States funds for medical services to needy aged persons. Federal
financial participation is limited to a stated statutory proportion of
average assistance expenditures up to $65 per month.

To encourage all States to develop a comprehensive medical care
program, additional Federal funds would be available to the States,
effective October 1, 1960, as follows: A provision is added to the
existing law to provide for Federal financial participation in expendi-
tures to vendors for medical services of up to $12 per month in addi-
tion to the existing $65 maximum provision. Where the State average
payment is over $65 per month, the Federal share in respect to such
medical-services costs would be a minimum of 50 percent and a
maximum of 80 percent depending upon each State’s per capita in-

-



4 SOCIAL SECURITY AMENDMENTS OF 1960

come. (See table A, col. II; for the Federal inedical percentagé for
each State.). Where the State average paymeént is $65 4 month or
under, the Federal share, in respect to such medical-services costs,
would be 15 percentage points in ‘addition to the existing Federa
percentage points (50 to 65 percent); thus, for these States the Federal
percent applicable to such medical-services costs would range from
65 to 80 percent. (See table A, col. ITL.) v

A State with an average FPa ment of over $65 a month would never
receive less in additiona% e(f;ral funds in réspect to such medical-
services costs than if it had an average payment of $65. For example,
if a State has an average payment of $67, including an average of $10
in such medical-services costs, and has a Federal medical percentage
of 70 percent, it will receive dn additional Federal payment per
recipient of ofd~uge assistance (over present law) of the larger of
(a) 15 percent of $10, or $1.50, or (b) 70 percent of $2 (i.e., the cxcess
of the average payment over $65), or $1.40.

As to Puerto Rico, Guam, and the Virgin Islands, their additional
matching for vendor medical expenditures will be on up to an addi-
tional $6 & month per recipient rather than the additionai $12 a month
for the States and the District of Columbia. This was done because
their matching maximum for old-age assistance is an average of $35 a
month per recipient in contrast to $65 for the States. Under existing
law there are a%so dollar maximums applicable to Guam, Puerto Rico,
and the Virgin Islands for the public assistance programs, these are
increased proportionately on condition that the additional increases
are used for vendor medical expenditures under the old-age assistance.

The payments under this program would be made directly to
providers of medical services.

8. Eligibility _ :

Each State has the responsibility of determining the standard of
eligibility for the medical care it provides aged persons. For aged
persons receiving money payments the State must take into considera-
tion any income and resources of the individual.

4. Scope of medical services

There is no Federal limitation on medical services provided under
the bill. Each State may determine for itself the scope of medical
services to be provided in its program. :

6. Federal matching :

The bill provides for an increase in Federal funds for medical
services. The formula, as outlined above, would result in Federal
funds in addition to those presently provided. Additional Federal
funds may be obtained only for medical services, within the $12 per
recipient maximum for payments, made directly to providers of the
medical services. States have the option of transferring part or all
of the money payments now made for medical services to vendor
payments.
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TaBLE A.— Eaisting and. proposed Federal maiching percentages (effective for Octobér
, . _— 1960 through June 1961) - ; :

Total Federal
. . matching percent-
eral'matching | L age applicable
Federal matehi g gs icable to
percentages cur- | Federal medjcal | medical expenses
rently applicable | matching percent- { of old-age assist-
under old-age ages under bill 1 | ance reciplents for
assistance States with average
: total payment o
under $65
I 1I III
65, 00 79, 16 80. 00
50. 00 50. 00 65.00
63,23 63,23 78.23
85, 00 80.00 80. 00
80,00 50,00 ’;
Colorado- . .. 83,42 53, 42 3
Conneotieut ... iiiiaannannaas 50,00 50. 00 )
DEIAWATS. e venweceacnmmnnsanncncaancanacnn- 50. 88 50. 00 65. 00
District of Columbia. oo oot 00, 50. 00 65, 00
Florida..cuavnn-.. . voraces 59. 68 59, 68 74.68
Georgla.ccmn--- O SRS Y 85. 00 74,36 80, 00
(€13 TY - TN bemeamcce————- 50. 00 50. 00 65. 00
Hawall. . oo cememceenee Cevmmcnaan 53,38 53.38 08.38
TAANO0 - oo iicciacann 65. 00 67.04 b4
11311102 PO RS SER 60. 00 50,00 o
) G111 E: 1T SRR R 80. 00 50. 00 65. 00
JOWA . cvemnrammcaccocccecccmiaamaccane—ane 63,23 63,23 {’
Kansas. . . coeamcumcmcae i e ae e 60,78 60.78 3
Kentueky - o oo iiiiicihiien 65.00 76.94 80,00
TOUSIANA o oo oo cieinacnen 65, 00 72.00 ('g
Malne. oo 65. 00 65,23 Q
Maryland.... 50. 00 50, 00 68, 00
Massachusetts 50. 00 50. 00 3
Michigan. .. 50. 00 50, 00 3
Minnesota. - 58. 57 58. 57 2
Mississippi. 65,00 80,00 80. 00
Missouri.._. 53, 42 53, 42 68, 42
Montana......... “memmmmmcmmmamcmcdmamcaea- 84,07 54,07 69. 07
Nebraska. coeocevccusacomaaann- hemmmmmm——n- 63, 41 63, 41 2)
NevaUa. o oo ccac e ccccccmanae 50,00 50,00 1
New Hampshire .. oo 57,91 §7.901 ?
NOW JOrs8Y. cmoeecvuncninaciovannauan - 50. 00 50, 00 2
Now MexiCo. .o uaeemcaiccaccacccaas 65. 00 67,99 4
New York. oo e iccccacmacmrcccmanas 50, 00 50,00 2
North Carolina. -« oo ciccaaaae 65. 00 77.48 80.00
North Dakota. . .cooooeenaaos —eemane ——— 65.00 74.18 3
OMO e e ccceceecmcanuacccascammam———————— 50. 00 50, 00 1
OKlahomA . . o icciiaccciccncccaaas 65.00 67, 54 1
OFCEON . - e e cceem e e cmemm e 52, 58 52, 58 2
Pennsylvanif. . coveucmmia e cnas 50,00 50. 00 3
Puerto RICO - ae e ce e cceaa 50. 00 50,00 65.00
Rhode Island. . : - 50. 00 50,00 O]
South Carolina. . 85.00 80,00 80, 00
South Dakota_ 65. 00 76,42 80, 00
Tennessee. . 65,00 76. 55 80,00
T'exas.... 61, 38 61. 36 76. 36
Utah. .. 65. 00 65, 00 ®
Vermont.... - 65.00 65, 82 80,00
Virgin Islands. . oo s 80,00 50,00 65. 00
Virginda - e eeaaaeae 65.00 65, 44 80. 00
Washington oo caaiaiccmaanaas 50,00 50. 00 Q@)
West Virginfa. . oo iiiaaeees 65,00 72,69 80. 00
Wisconsin. . .__........._.. e ecmeeamaeann—n 54. 60 54, 60 8
WYOMIDG. e aeeacccccancrccaccacacnaamm - . 50. 80, 92 2

I These are applicable to the new program of medical asslstance for the aged and to vendor medical costs
under the old-age assistance progrant when State average total assistance payment is over $65 per month
(when average i3 $85 or undér, percentages shown in next cojJumn are applicable),

3 Average total assistance payment in May 1060 was over $85, so no figure is shown in this table. Inall
other studies, the average payment was $65 or less, ahd under these conditions the Federal matching per-
centage a8 shown in this column would be applicable. :

-

B. MEDICAL ASSISTANCE FOR THE AGED NOT RECEIVING OLD-AGE
» ABSISTANCE
1. Purpose o ‘ i ‘
The bill would amend existing title I to make it clear that States
may extend their essistance programs to cover the medically needy.
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The bill would give the States a financial incentive to establish such

programs where they do not exist or to extend such programs where

{,)heyﬁare not adequate in coverage or comprehensive in the scope of
enefits,

Under the provisions of the committee bill, a State desiring to
establish a program for assisting low income individuals in meeting
their medical expenses would submit an amendment of its old-age
assistance plan which, if found by the Secretary of Health, Education,
and Welfare to fulfill the requirements specified in this title, would
be approved for Federal matching. A number of the plan require-
ments are substantially the same as those in the present public assist-
ance titles. Other plan requirements are directed specifically to ac-
complishing the purposes of the new title, to assist aged persons who
are able to meet their expenses other than their medical needs.,

A State would have broad latitude in determining eligibility for
benefits under the program as well as the scope and nature of the
services to be provided within the limitations prescribed. Thus, each
State would determine the tests for eligibility and the medical services
to be provided under the State program within the limitations de-
scribed below. Federal financial participation would be governed by
the establishment of an approved plan subject to the criteria and
limitations preseribed in the law.

2. Eligibility

Benefits under a State program may be provided only for persons
65 years of age or over to the extent they are unable to pay the cost
of their medical expenses. Under this program, it will be possible for
States to provide medical services to individuals on the basis of an
eligibility requirement that is more liberal than that in effect for the
States’ old-age assistance programs. .

Section 1 of the Social Security Act, as it would be amended by the
bill, provides that one of the objectives of the title is to furnish medical
assistance to individuals who are not recipients of old-age assistance
but whose income and resources are insufficient to meet the costs of
necessary medical services.

It would cover all medically needy aged 65 or over; it would cover
every such person including those under the social security system,
railroad retirement system, civil service system, or any other public or
private retirement system whether such person is retired or still
working, subject only to the participation in the program by the
State of which they are resident; it would cover the widows of such
workers as well as their dependents who meet the age 65 requirement
and are unable to provide for their medical care. There are many
individuals who have not worked under the social security program
or any other retirement program for a sufficient time to ever become
eligible for retirement benefits; this is another needy group which
would be able to receive medical assistance under the health plan
endorsed by the Finance Committee.

A State may, if it wishes, disregard in whole or part, the existence
of any income or resources, of an individual for medical assistance.
An individual who applies for medical assistance may be deemed eli-
%ib]e by the State notwithstanding the fact he has a child who may

e financially able to pay all or part of his care, or that he owns or
has an equity in a homestead, or that he has some life insurance with
a cash value, or that he is réceiving an old-age insurance benefit, annu-
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ity, or retirement benefit. The State has wide latitude to establish
the standard of need for medical assistance as long as it is a reason-
able standard consistent with the objectives of the title. In estab-
lishing such standard a State must comply with all other applicable
provisions of section 2 of the Social Security Act, as it would be
amended by the bill. ' :

This is based on the grounds that an aged individual who has ad-
justed his living standard to a low income, but who still has income and
resources above the level applicable for old-age assistance, might be
unable to deal with his medical expenses. The committee intends that
States should set reasonable outer limits on the resources an individual
may hold and still be found eligible for medical services. Individuals
who are recipients of old-age assistance in any month would not be
eligib%le for participation in the medical assistance program in that
month,

3. Scope of benefits

The scope of medical benefits and services provided will be deter-
mined by the States, The Federal Government, however, will partici-
pate under the matching formula in any program which provides any
or all of the following services, provided both institutional and non-
institutional services are available: :

(1) Inpatient hospital services;

(2) Skilled nursing-home services;

(3) Physicians’ services;

(4) Outpatient hospital services;

(6) Home health care services;

(6) Private duty nursing services;

(7) Physical therapy and related services;

(8) Dental services;.

(9) Laboratory and X-ray services;

(10) Prescribed drugs, eye glasses, dentures, and prosthetic
devices;

(11) Diagnostic, screening, and preventive services; and

(12) Any other medical care or remedial care recognized under
State law.

The Federal Government will not participate as to services rendered
in mental and tuberculosis hospitals.

The description of the care, services, and supplies provided with
Federal financial participation which may be provided for recipicnts of
medical assistance for the aged is intended to be as broad in scope as
the medical and other remedial care which may be provided as old-age
assistance under title I of the existing law with Federal financial
participation., The various types of care and services have been
cnumerated primarily for informational purposes. Accordingly, a
State may, if it wisnes, include medical services provided by osteo-
paths, chiropractors, and optometrists and remedial services provided
by Christian Science practitioners.

4. Federal matching

The Federal Government will share with the States in the cost of
the new medical assistance program in accordance with the matchin
formula prescribed by the bill. The Federal share of the cost wi
be determined in the same general manner as now provided for the
portion of the old-age assistance payments between $30 and $65 per
month; that is, the Federal share will depend upon the per capita
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income of the State as related to the national average, but with a range.
- from 50 to 80 percent. (See col. II of table A on p. 5§ for Federal
share by States.)  For Puerto Rico, Guam, and the Virgin Islands
the matching will be on a 50-50 basis. There is no maximum upon
the dollar amount of Fedetal ‘participation in the new program.
Appropriation requirements, therefore, would depend upon- the pro-
grams developed by the States. Thus, the total cost would depend
upon the scope of services offered and the number of persons found
cligible by the States under the respective State plans. :

The Federal Government will participate in the cost of administer-
ing these programs on a.dollar-for-dollar basis, as is now true in the
case of the four public assistance programs. :

- The committee, in recognition of the fact that some States could
take advantage of the Federal funds for this program very quickly,
has set the effective date for the new program as October 1, 1960.

6. Plan requirements .

Although the requirements for the approval of the medical assistance
for the aged in the State plan are generally comparable to those in
the )l)ublic assistance titles of the Social Security Act, the committee
concluded that some changes are needed to carry out the intent of
the new part of the program. o

A State would not be permitted as a condition for medical assistance
to impose a lien on the property of a recipient during his lifetime.
An enrollment fee for recipients would not be permitted. However,
the bill would permit the recovery from an individual’s estate after the
death of his spouse if one survives him, This provision was inserted
in order to protect the individual and his.spouse from the loss of their
property,-usually the home, during their lifetime.

The committee concluded also that in order to meet the practi-
calities of providing an effective medical benefit program for this low
income group, a State should not be permitted to gave as an eligibility
reguirement a durational residence requirement which excludes any
individual who resides in the State. A State plan must also provide
for inclusion, to the extent required by regulation prescribed by the
Secretary of Health, Education, and Welfare, of provisions with re-
spect to the furnishing of care to individuals who are residents of the
State but are absent therefrom. It is the intent of the committee
that the Secretary will promulgate regulations governing the provision
of such assistance to residents outside of their States of residence in a
reasonable manner with due regard to the traditional rights of the
States under the public assistance programs to determine the scope of
the medical care provided.

C. MEDICAL GUIDES AND RECOMMENDATIONS

As recommended by the Advisory Council on Public Assistance, ap-
ointed pursuant to the Social Security Amendments of 1958, the bill
instructs the Secretary of Health, Education, and Welfare to develop
guides or recommended standards for the information of the States as
to the level, contént, and quality of medical care for the public assist-
ance medical programs. He would also prepare such guides and:
standards for use in the new programs of medical assistance for ‘the
medically needy aged. | '
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D. NUMBERS OF PERSONS AFFECTED AND COSTS .

Under the revised title I, State plans (with Federal matching funds)
could provide potential protection under the new program of medical
assistance for the aged to as many as 10 million persons aged 65 and
over whose financial resources dre such that, iiy‘ they have sizable
medical expenses, they will ?ualify. “These 10 million persons would
include the vast maiiorit,y_.o the 12 million individuals aged 65 and
over who are receiving old-age and survivors insuranceé benefits—as
well as other aged persons, too. * Each year, after all State plans are
in full operation, an estimated one-half to 1 million persons amon
these 10 million may become ill and require medical services that wi
result in payments under this title, In the first year after enactment
of the bill, when, relatively few States will probably have had an op-
portunity to develop comprehensive plans (although it is expected
that all States now not having comprehensive medical programs for
their old-age assistance recipients Wﬂ{) adopt or extend such programs)
an estimated additional $60 million in Federal funds would be ex-
pended for medical assistance for the aged. In addition, increased
Federal funds for matching vendor megical-care payments in respect
to the 2,4 million old-age assistance recipients are estimated at about
$140 million. Thus, under both programs combined, the cost would
total about $200 million. See table % for State-by-State breakdown
of these figures. ' ,

With respect to costs after the new programs have been in effect
for several years, it must be considered that the old-age assistance roll
is decreasing slowly, but that States with no vendor medical pagrments
now (or with small payments of this type) will probably develop
quite comprehensive medical-care programs for the old-age assistance
recipients. The increased Federal funds for matching the vendor
medical-care payments of old-age assistance recipients are estimated
at about $175. million annually in the long run. In addition, an
estimated $165 million in Federal funds for medical services for the
aged may be provided in a full year of operation after the States
have had opportunity to develop these programs (and this figure
could even be somewhat higher if all States had relatively well de-
veloped and comprehensive plans). Thus, under both programs
comgined, the annual cost would total about $330 million.

E. COST ESTIMATES OF MEDICAL PROVISIONS (STATE-BY-STATE
BREAKDOWN)

1. Cost estimates for the new program of medical assistance for the aged

Total Federal and State expenditures under the new program of med-
ical assistance for the aged will, of course, depend upon a number of
factors. For example, actual Federal and State expenditures under
the program will, in the long run, depend on the number of people
found to be eligible and on the kind and volume of medical services
that will be provided under the plans to be.developed by the States,
In the near future a very important factor in estimating costs will
be the timing involved in the adoption and development of these
plans by the various States,
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The estimates shown in table B were prepared by the Department of
Health, Education, and Welfare on the basis of what the experience
might be in the first year after enactment of the bill. .

ecause of the obvious difficulties in estimating what the experience
will be in each State under the fléxible plans that can be developed
under the provisions of the proposed program and in projecting
exactly when each State will take the necessary action and begin
operations, it should be understood that the figures in the table as to
what the expenditures would be in individual States, of necessity,
may vary considerably from what may be actual results. The esti-
mates are based on assumptions related to objective factors for each
State such as per capita income, existing medical services under
old-age assistance, number of persons aged 65 and over, and number
of recipients of old-age assistance. Because the actual expenditures
in any individual State is a matter for State decision and action, the
estimates may be wide of the mark for individual States and yet be
reasonably reliable for the country as a whole.

2. Cost estimates under old-age assistance amendments

In developing the estimates of the cost of Federal matching of vendor
medical care payments under the old-age assistance program, shown
in table B, it was possible to make estimates, within a reasonable
margin of error for the States that are now spending for medical
care an average monthly amount of at least $12 per recipient. States
that have average monthly payments for medical care below $12 are
assumed to utilize the additional Federal money to improve their
medical care programs (and thus obtain further Federal funds).
States with no medical care programs (or with relatively insignificant
ones) are assumed to develop plans that will have an average monthly
cost of $6 per recipient.
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TaBLe B.—Estimated annual 1st-year costs under proposed program of medical
assistance for the aged and for additional matching for vendor medical care pay-

ments under old-age assistance

[All figures in thousands]
Medical assistance | Additional OAA | Additional costs—
for the aged ! vendor medical both programs
costs
Federal | Stateand| Federal | State and| Federal | Stateand
cost |{localcost| cost localcost| cost |local cost
United StBteS. ... oveuemmeeseooooann- $60,000 | $55,837 | $142,175 $202,176 |  $59,710
Alabama. 34 9 4,155 4,189 9
Alaska. 1 1 52 53 53
Arizona 12 6 6835 647 376
Arkansas. 27 7 3,308 3,335 7
California. 750 750 18, 365 19,115 750
Colorado... 1 314 3,627 3,988 314
Connectfcut 3,318 3,318 1,039 4,357 3,318
Dolaware. .. 33 41 74 46
District of Columbi 75 75 46 121 75
Florida 298 199 3,354 3,650 199
Qeorgia..- 14 5 4,804 4,818 989
Hawall o i cmreeaiaan 43 43 ] 71 43
Idaho....-... e memamamemaneae e mmmammne 34 17 673 707 17
D 1114103 F RO SIS 5,911 5,911 3,905 9, 816 5,911
INAANA . oo eee e e 3,013 3,013 594 3, 607 3,013
JOWH .o le e d i et e cce e 57 3,120 3,218 7
KaNSaS . - oot cmmeiace . 1,052 678 2,485 3, 637 678
KentucKY - aceocom it et 15 4 2,795 2,810 576
Lowlsians o ool 123 48 12,970 13,093 48
Malne. .o e 156 83 731 887 83
Maryland . o ououo o iea e ceaaican- 822 622 384 1,206 822
Massachusetts. o oo cacenacans 4,751 4,751 5,663 10, 414 4,751
Michigan. .o caaaas 1,778 1,778 4,405 6,183 1,778
MINnesota. ..o - eeeaamaaaas 2,612 1,848 3, 643 6, 1,848
Mississippl - oo oo oo 6 2 4,638 4,644 1,114
I\ 8 £:5707) Uy DSOS UO I 176 152 4, 582 4,757 162
Montana. o .o aeaaaan 30 26 186 216 184
Nebraski o e ew e ccme e iccccaeaane 944 545 712 1, 6566. 546
NevadQ. oo ce e cmvm et cccmniaa e 47 47 187 234 47
New Hampshire 854 620 404 1,258 620
New Jersey - .auemmeamnineuamoeaancan 4,879 4,879 1,362 6, 241 4,879
New Mexleoo oo ool B 9 4 877 886
New York. - oo oo 13,416 13,416 5,919 19, 335 13, 416
North Carolna. oo 62 18 1,897 1,959
North Dakota . . oo icciimiceaacee 245 85 773 1,018 85
(0] 110 YR e e emamem——am—— 1,336 1,336 6,430 7,766 1,336
[02147:1010) 1 4 1 YU 1,318 633 8, 699 10,017 633
OFCEON . . . . e e e e cecccamcmeeame e 1,719 1, 550 1,064 2,783 1,550
Pennsylvania. oo 2,451 2,451 3,601 6,052 2,451
Rhode Island. .. 896 896 485 1,381 896
South Carolina. . . cecveeccicecacamaceean 6 2 1,623 1,620 2
South Dakota. ... ooeea o cicicianaaaan 8 3 419 427 189
T ONNESSCO - - - o e cccccmamcmmmamcnacann. 22 7 1,934 1,956 7
P OXASce e ccaccmmcanamanaccamnacmemaaaman 79 50 6, 891 6,970 476
Utah. . e ceeccree e 34 18 741 776 18
Vermont. .. oo eccceccccccecaeemn 43 22 208 249 22
Virginia . .« o e 266 331 834 266
Washington. . . ll 2,481 2,481 3,617 5, 998 2,481
West Virginta. ..o ooaaan 75 2 567 642 2
WISCONSIN - . . ¢ ceaciiai e cricamanas 2,980 2,478 2,770 5,750 2,478
WYOIRINgE. e eee e ceicacacacm e 52 238 201 52

1 Because of the newness of this program, it is extremely difficult to estimate exactly which Buu. s will
participate and to what extent, especially in tho 1st year after enactment,

Note.—Estimates were not made for Guam, Puerto Rico, and Virgin Islands, which can participate in
these programs; any additienal expenditures for these jurisdictions would probably be relatively small.

59766—60——2
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IT1. SummArY or OraER PRrROVISIONS OF THE BILL

A. THE OLD-AGE, SURVIYORS, AND DISABILITY INSURANCE (0ASDI)
PROVISIONS

1. The disability tnsurance program

(a) Removal of age 60 eligibility requirement.—An estimated 250,000
people—disabled insured workers under age 50 and their dependents—
would qualify for benefits for the second month following the month
of enactment of the bill through removal of the age 50 qualification
for benefits in present law. -

(b) Trial work period.—The bill would strengthen the rehabilitation
aspects of the' disability program by providing a 12-month period of
trial work, during which benefits are continued for all disabled workers
who attemgt to return to work, rather than limiting this trial work
period to those under the formal Federal-State vocational rehabilita-
tion plan, as in existing law.

(¢) Waating period,—The bill would provide that the disabled
worker who regains his ability to work and then within 5 years again
becomes disab%ed will not be required to wait through a second

—6'-mqnt;(lll waiting period befcore his benefits will be resumed, as is now
required.

2. Retirement test (earnings limitation)

The committee’s bill would liberalize the retirement test (earnings
limitation) to allow annual earnings of $1,800 per year without loss
of benefits. Under existing law a beneficiary under age 72 will lose
1 month’s benefits for every $80 (or fraction thereof) by which his
annual earnings exceed $1,200. Under the committee’s bill a bene-
ficiary would lose 1 month’s benefits for every $80 (or fraction thereof)
by which his annual earnings exceed $1,800. There would be no
change in the provision of existing law which guarantees that no
benefits will be lost for any month 1n which a beneficiary earns $100
or less and does not render substantial services in self-employment.
The House bill would have made no change in the earnings limitation
of present law,

8. Reduction of retirement age for men to 62

Under the bill as reported by the Committee on Finance, men
workers and dependent husbands would be entitled to elect to retire
at age 62, with actuarially reduced benefits, in the same way that
women workers and wives can now make such an election. Likewise,
dependent widowers and dependent fathers of deceased workers
would qualify for full benefits at age 62 in the same manner as widows
and dependent mothers of deceased workers now can qualify. Ap-
proximately 1.8 million men would be eligible to elect to retire im-
mediately and receive these benefits. .

4. Insured status requirement

The committee’s bill deletes the provision of the House bill which
would liberalize the fully insured status requirement by making eligible
for benefits persons who have one quarter of coverage for every four
calendar quarters elapsing after 1950 (or age 21), and before age 62
or, if earlier, disability or death. Present law requires one quarter of
coverage for each two quarters so elapsing. The House provision
would enable a rather substantial number of people to qualify for
benefits on the basis of a very limited record in covered work, and &
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relatively small contribution to the system. The liberalization would

also have caused & large drain on the trust fund, particularly within

the next few years. S |

6. Improved benefit protection for dependénts and survivors of insured
workers—unves, widows, children, husbands, and widowers

'The committee’s bill, like the House bill, would increase the benefits
payable to children in certain cases and. would provide benefits for
certain wives, widows, widowers, and children of insured workers who
are not now eligible fzor_ benefits. Other than as noted below, these
changes would be effective for benefits for the month following the
month of engctment, e D _

(@) Survivors of workers who died before: 1940.—Survivors of workers
who died before 1940, and who had at least six quarters of coverage,
would qualify for benefit payments. About 25,000 people, most of
them widows aged 75 or over, would be made eligible for benefits for
the first time by this change. ' ‘ ' :

(b) Imcrease vn children’s benefits.—The benefits payable to the
children of deceased workers, which now can be somewhat less than
75 percent of the worker’s benefit depending on the numbér of children
in the family, would be made 75 percent for all children, subject to
the family maximum of $254 a month; or 80 percent of the worker’s
average monthly wage if less. About: 400,000 children would get
some increase in benefits as 8 result of: this change, effective for bene-
fits for the third month after the month of enactment.

(c) Other changes affecting wives, widows, children, husbands, and
widowers.—Certain dependents and survivors of insured. workers
would also benefit by provisions included in the bill which (effective
with the month of enactment) (1) authorize benefits on t'.e basis of
certain invalid ceremoninl marriages contracted in good faith; and
(2) assure continuation of a child’s right to & benefit based on the
wage record of his father, which is now voided if a stepfather was
living with and supporting himat the time his father died, or, in a
i‘)otir(%iment, or disability case, at the time when the child applied for

enefit, o

The House provision reducing from 3 years to 1 year the period
required for marriage for a: wife, husband, or sté,pchilg of a retired or
disabled worker to qualify for benefits was deleted, however, because
there was insufficient, evidence that the 3-year provision is not neces-
sary to prevent payments to persons who marry for the primary pur-
pose of qualifying for benefits. o ‘

6. Increased coverage .- e o :

Another opportunity would be provided for an estimated 60,000
ministers to ge'coVered under the program; in the sarhé manner as is
provided in the House bill. In adgition, if the States take advantage
of the opportunity offered them, nearly 2!4 million employees of State
and local governments could obtain’ coverage for certain past years
on a retroactive basis. The provision .of the House bill covering
American citizens einployed in the United, States' by foreign govern-
ments was also approyed, as was the Houge provision making possible
the coverage of certain policemen and firemen under rétirement sys-
tems in Virginia. Other approved provisions would facilitate coverage
for some of the noncovéred people employed in positions covered by
State or local retirement systems, and for the 100,000 noncovered
employees of certain nonprofit organizations.
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The provision in the House bill extending coverage to physicians
has been deleted because of lack of definitive information on whether
a majority of doctors wish to come under the program. The coverage
of domestic and casual workers who earn getween $25 and $50 a
quarter from one employer, as provided in the House bill, was elimi-
nated, together with the coverage of parents who work for their sons
or daughters. In both of these instances it was not clear that the
administrative problems which constituted the reasons for these
exclusions had been completely eliminated. Also eliminated from the
House bill were the extensions of coverage to American Samoa and
Guam, to Americans employed in the United States by international
organizations, and to certain American employees of labor organiza-
tions in the Panama Canal Zone. The committee believes that
further examination and hearingsshould beundertaken before coverages
should be extended to these groups of workers.

7. Investment of the trust funds

The bill would make certain changes in the investment provisions
relating to the Federal Old-Age and Survivors Insurance Trust Fund
and Federal Disability Insurance Trust Fund so as to make interest
earnings on the Government obligations held by the trust funds more
nearly equivalent to the rate of return being received by people who
buy Government obligations in the open market. '

These changes, which were made in the House bill, would make for
more equitable treatment of the trust funds and are generally in line
with the recommendations of the Advisory Council on Social Security
Financing.

8. Technical and minor substantive changes

The bill would provide a number of amendments of a technical
nature, These provisions will correct several technical flaws in the
law, make for more equitable treatment of people, and simplify and
improve the operation of the program.

B. AID TO THE BLIND PROGRAM OF PUBLIC ASSISTANCE

The committee’s bill liberalizes the exemption of earned income
allowed for people receiving aid to the blind under State programs
(now $50 per month) so that earnings of $1,000 per year, plus one-half
of additional earnings, would be exempted under these plans. This
provision is not in the House bill. The committee’s bill, like that of
the House, would extend to June 30, 1964 (now expires June 30, 1961),
the temporary legislation which relates to the approval by the Secre-
tary of Health,e%ducation, and Welfare of certain State plans for
aid to the blind which do not meet in full certain Federal requirements
relating to the ‘“needs’ test.

C. THE MATERNAL AND CHILD WELFARE PROGRAMS

Both the House and committee bills would provide that the authori-
zation for annual appropriations for the maternal and child health
services program be increased from $21.5 million to $25 million and
the services for crippled children program from $20 million to $25
million. The child welfare program authorization was increased from
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$17 million to $20 million by the House bill; but the committee has
increased the authorization to $25 million. The committee’s attention
has been called to the need for more and better services for children,
particularly those who are mentally retarded. The new authorization
for research and demonstration projects, provided in the House bill
is included in the committee bill. It permits grants to public an
other nonprofit institutions and agencies for this purpose.

D. THE UNEMPLOYMENT. COMPENSATION PROGRAM

The committee’s bill makes two changes affecting the so-called
George-Reed loan fund which is used to make advances to States with
depleted reserve accounts: ,

(1) The maximum amount authorized in the loan fund from Federal
uqﬁ{nployment tax revenues is increased from $200 million to $500
million;; '

(2) More realistic eligibility requirements for States applying for
advances are provided and also increases in the rate of repayment of
advances.

The committee deleted the provisions contained in the House bill
raising the Federal unemployment. tax, establishing a new procedure
for financing administrative expenses, extending coverage to several
groups of workers, and including Puerto Rico in the unemployment
compensation program.

IV. GeENERAL DiscussioN ofF THE OLD-AGE, SURVIVORS, AND Dis-
ABILITY INSURANCE PRrROVISIONS

A. IMPROVING THE DISABILITY PROVISIONS OF THE PROGB}\M

In providing cash benefit protection in 1956 to workers against the
contingency of retirement because of severe disability, Congress de-
signed a conservative program, At that time it was believed prudent
to move cautiously because of the limited experience under the dis-
ability ‘“freeze’’ provision (waiver of premium) which was passed in
1954 and the lack of definitive information on the costs of disability
benefits, With more operating experience, Congress approved the
payment of benefits to dependents of disabled workers in 1958, thus
eliminating this distinction between the disability insurance program
and the retirement and survivor insurance programs. - '

The committee’s present proposals take into account the addi-
tional administrative experience gained since 1958 and the findings
of the recent study of all aspects of the disability program by the
Subcommittee on the Administration of the Social Security Laws of
the House Committee on Ways and Means. As noted elsewhere in
this report, the latest cost estimates show an actuarial surplus in the
disability insurance trust fund.. The changes recommended in the
committee’s bill can be made and the disability fund will still be in
actuarial balance without a change in the tax rate, . ,

1. Benefits for disabled workers under age 50 and their families

Under present law the disability freeze is applicable to'disabled
workers at any age but. benefits are payable only to workers between
the age of 50 and 65 and their qualified dependents. Although the
age 50 restriction was appropriate as part of the conservative approach
used when disability 'benefitd were first provided, the committee be-
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lieves that sufficient experience has now been gained with the admin-
istration of the program to warrant the elimination of the age 50
requirement as ‘it is recommending. . . |

An estimated 125,000 disabled - workers and an equal number of
_their dependents would qualify for benefits immediately upon removal
of the age 50 restriction. - : .~ -~ . . . - ‘

The need of younger disabled workers and their families for dis-
ability protection is, in some respects, greater than that of older
workers. They are more likely to have families dependent upon
them than are workers aged 50 and over. Many who would be
eligible for disability benefits except for the age limitation are now
receiving payments under the' public assistance programs. With
insurance benefits available to them and :their dependents, some of
these individuals would no longer' need assistance payments. As a
result, the first-year saving in public assistance funds is estimated at
$28 million and 1t is expected that more would be saved in later years.
More impotrtant, as’ time goes on fewer people who become disabled
before age 50 will need to have recourse to assistance. Benefits
through the insurance program will be based on the person’s work and
earnings and paid without investigation of his financial situation.
2. Trial period of work for disability beneficiaries ‘

Under present law disabled persons who return to work pursuant to
a State-approved vocational rehabilitation plan may continue to draw
benefits for as many as 12 months even though they are engaged in
work activity which is such that, without this provision, they would
have their benefits terminated. ‘'The committee bill would broaden
this provision so that disability beneficiaries who work under other
rehabilitation plans—such as programs conducted by the Veterans’
Administration, State mental and tuberculosis hospitals, sheltered
workshops, and insurance companiées—or are rehabilitating them-
selves, would also be allowed a similar trial-work period during which
their benefits would be continued. The bill would thus eliminate the
distinction in existing law between persons who -are undergoing
rehabilitation under State-approved plans and those who are rehabili-
tating themselves or being regabilibated under other programs,

The committee believes that the broadening of the trial-work
period will be an incentive to greater rehabilitation efforts. ‘

Under the trial-work provision of thé committee bill, a-disability
beneficiary could perform services in each of 12 'months, so long as he
‘does not medically recover from his -disability, before his benefits
would be terminated as a result of such services. ~ After 9 months
of the trial period, however, any services he performed during the
period woulcF be considered in determining whether he has demon-
strated an ability to engage in substantial gainful activity. If he
demonstrates such ability, 3 months later his benefits would be ter-
minated. It is intended’ that any month in 'which a disabled person
works for gain, or does work of a nature genetally performed for gain,
be counted as a month of trial work. Thus the services rendered in
a month nheed not. constitute substantial gainful activity in order for
the month to be counted as part of a trial-work effort.. Work per-
formed, for example, under. sheltered workshop. conditions would
count, Butvonly if 1t is work of a type for, which- the worker is usually
paid—that is, if it is not ',enfbmie(‘f merely. as a therapeutic measure
or purely as a matter of training, 'Wéxi usually performed by .a

B3
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person in- daily routine aréund:the home or in self-care would not be
counted for purposes of this provision; = - . cre e :
The bill also provides a continuation:of benefits for:3 months for
any person, irrespeotivé o6f attempts to work; whose medical condition
improves to the extent that hé is no longer disabled within the meaning
of the law, A person who recovers from his disability, especially
if he has spent a long périod in & hospital or sanitarium, may require
benefits for a brief interval during which he is becoming seif-supporting.

3. Modification of the requirement for a waiting period for benefits for
persons whose disabilities recur . S

Under present law, a disabled worker cannot receive disability
insurance benefits until after his disability has continued through a
waiting period of 6 months. The bill provides that a person whose
disability recurs relatively soon after the termination of a prior period
of disability will not be required: to. undergo another waiting period
before benefits can be paid. This will encourage disabled persons to
return to work even though there may be question as to whether their
work attempts will be successful. - : :

Most disability insurance beneficiaries who return to work do so
despite severe impairments. When & disabled. person becomes em-
ployed. without any improvement of his ¢ondition, a more or less slight
change in his situation can result in the loss of his job and make him
once again eligible for disability insurance benefits, Other disabled
persons whose medical conditions may improve sufficiently to require
termination of benefits, may subsequently. grow worse again and
become reentitled to benefits.; .A-new: 6-month . qualifying period
during which they receive neither earnings nor benefits imposes a
hardship on them and their families, and: may be a real bar to any
further work attempts. SR SR

The bill provides that people who,hecome disabled within 5 years
after termination of a period of disability: would not be required to
serve another 6-month waiting ‘period. before they are again eligible
to receive disability benefits. The 5-ycar period is intended to restrict
the group aided to those for whom it is reasonable to assume that the
second disability is the same as or related to the first disability.

4. Alternative work requirements for disability protection ‘ :

Under present law, to qualify for disability benefits or the disability
freeze a disabled worker must be fully insured and must have 20
quarters of coverage out of the 40 calendar quarters ending with the
quarter in which he meets the definition of disability. These require-
ments are designed to limit disdbility protection to persons whose
coverage has been long enough and recent enough to indicate that they
have been dependent upon. their earnings.

It has come to your committee’s attention that some few people
who have worked long periods in employment or self-employment
that is now covered under the old-age, survivors, and disability insur-
ance program and who have had covered work immediately preceding
their disablement are not able tq meet. the work requirements for
disability protection hecause & substantjal part of their quarters of
coverage occurred more than 10 .years before the onset of their dis-
ability. To alleviate. this problgut yoyr.committee. is recommending
that a disabled worker, who. cannot, meet the disability work require-
ments under %l_‘es,ent Iaw. should be deemed to have met those re-
quiremnents if he had a total of at least 20 quarters, of coverage and
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if he had quarters of coverage in .all calendar quarters elapsing after
1950 up to the quarter of disablement, provided that there were no
fewer than 6 quarters so elapsing. Those who would benefit under
this alternative work requirement would still have to meet the same
.requirements for duration of employment as under present law—20
quarters of coverage. The alternative requirement would have no
effect for workers who became disabled after 1955.

B. RETIREMENT TEST (EARNINGS LIMITATION)

The committee bill increases the annual earnings limitation (appli-
cable before age 72) under the retirement test from $1,200 to $1,800.
This liberalization is necessary for a number of reasorns. Since 1954,
when the $1,200 figure was instituted, there has been a substantial
increase in the cost of living and an even more marked rise in the level
of wages. There has also been a growing realization on the part of
many Americans that the present restriction on the amount of earn-
ings allowed is creating economic hardship for many people receiving
social security benefits. For others, this provision causes a forced,
unnatural terniination of work activity which is psychologically
damaging. We are convinced that many of our older men and women
are able to preserve their independence and self-respect through
limited work activity. They find it hard to understand why the old-
age and survivors insurance system penalizes them, in the form of
deducted benefits, for such activity. Moreover it is anomalous, in the

- view of the committee, for the executive branch and the Congress to
urge employers to hire older men and women, while at the same time,
by Federal law there is retained a 1954 measure of allowable earnings.
The $1,800 limitation seems a reasonable figure as to permissible
work activity which will still preserve the basic function of the test
and restrict benefits to those who are substantially retired.

The committee’s bill, although liberalizing the annual earnings
limitation, retains the other basic characteristics of the retirement
test. Under the bill, as under present law, a beneficiary under age
72 will lose 1 month’s benefit for every $80, or fraction thercof, by
which his earnings exceed the annual exempt amount. Likewise,
there would be no change in the present provision which guarantees
that no benefits will be lost for any month in -which a beneficiary
earns wages of $100 or less and does not render substantial services
in sell-employment.

C. REDUCTION OF RETIREMENT AGE FOR MEN TO 62

Under present law, male workers cannot receive retirement benefits
before age 65, but female workers may do so as early as age 62 by ac-
cepting permanently reduced benefits (by 20 percent for retirement
at age 62; proportionately less for later ages at retirement). Similarly,
men who are (or have been) dependents of female workers—such as
husbands and widowers and fathers of a deceased worker-—cannot
now receive benefits before age 65, but women who are (or have been)
dependents of male workers can receive benefits as early as age 62 (or
even before that if they have an eligible child in their care). The
benefit payable to a widow or to a mother of a deceased worker is not
reduced if it is claimed at ages 62 to 64, but a wife’s benefit is perma-
nently reduced by 25 percent if taken at age 62 (proportionately less
for later ages at claim). = ' ' '
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The principle underlying the reduction in women's benefits on
account of early retirement is that the additional amount payable
before age 65 will be exuctlgr counterbalanced by the reduced geneﬁts
payable after attainment of age 65 (i.e., the actuarial-reduction prin-
ciple). The reduction in the wife’s benefit is somewhat greater than
that in the woman worker’s benefit because the latter is applicable
during the entire lifetime of the woman, whereas the former applies
only while both the woman and her husband are alive (since full
widow’s benefits are payable even if the woman is aged 62 to 64 at
time of widowhood).

In the case of a retired woman worker who is receiving reduced
benefits because of retirement before age 65, present law provides that
full benefits be paid to her eligible dependents (children under age 18
or permanently and totally disabled before age 18 and dependent hus-
band aged 65 or over), namely, 50 percent of her full primary benefit
(subject to the family maximum benefit provisions).

Present law also provides for equitable adjustment and correlation
provisions in the case of a woman who is eligible for benefits both on
her own work record and as a wife when she claims one or both benefits
at ages 62 to 64. Also, suitable adjustment of reduced benefits is
made at age 65 when a woman’s reduced benefits have been withheld
for 3 or more months at ages 62 to 64 hecause of the retirement test.

The earlier minimum retirement age for women under present law
is also beneficial to women because it is this age that determines the
“closing date” for determining fully insured status and average
monthly wage. Thus, for example, a man born in January 1900
must have 28 quarters of coverage to be fully insured for retirement
benefits, whereas a woman born in the same month need have only
22 quarters of coverage. Also, if a man has no earnings in the year
he becomes age 62 and thereafter, his average wage is decreased by
reason of the 3 ‘“zero’” years (at ages 62 to 64), whereas this would
not be the case for a woman worker, who can base the calculation on
the period before age 62 (even if she chooses to wait until age 65 and
then receive the full benefit).

The Committee on Finance added an amendment which would
reduce the minimum retirement age for men to 62 so that they can
qualify for benefits in the same way that women can under existing
law. Men workers and dependent husbands, under the amendment,
could elect to receive an actuarially reduced benefit if they chose this
early-retirement feature, in the same way that women workers and
wives can now qualify. Similarly, dependent widowers and dependent
fathers (of deceased workers) couid_ qualify for full benefits at age 62,
as widows and dependent mothers do under existing law. Full%)ene—
fits (at the rate of 50 percent of the primary insurance amount, but
subject to the maximum family benefit provisions) would be paid in
respect to eligible children (under age 18 or permanently and totally
disabled since before age 18) of a man who retires before age 65, and
in such cases also to the wife regardless of her age. If both the hus-
band and wife are aged 62 to 64 when he retires (and no eligible chil-
dren are present), the wife can claim an actuarially reduced benefit
based on her husband’s reduced benefit (as will be described in detail
later). Approximately 1.8 million men would be eligible to retire
immediately under this amendment, which would be effective for the
month of November 1960.
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- The committee recognizes, however,. that not all men will wish to
elect this early reduction since it represents a permanent reduction in
the amount of the benefit they will receive for the rest of their lives,
as well as a reduction in the benefits payable to their wives. We
recognize as well that there is some question as to whether it is desir-
able policy for the Government to encourage early retirement at a
time when medical science is lengthening the lifespan, but we recog-
nize as well that many men in their early sixties are unable to find
work or unable to work, even though they may not be so seriously
disabled as to meet the strict conditions for disability benefits under
the program. L _ ‘

For a male worker who elects retirement in the month he reaches
age 62, benefits would be lPa,yable, under the provisions of the bill,
amounting to 80 percent of the amount he would receive if he waits
until his 65th birthday, He would have the option of receiving a
proportionate increase for each month he delays retirement after age
62. Under the bill, the old-age benefit is reduced by five-ninths of
1 percent (the same factor that now applies for women workers)
times the number of months beginning with the first month for which
a man is entitled to an old-age insurance benefit and ending with the
month before the month in which he would attain age 65. For ex-
ample, a man entitled to a benefit of $100 a month at age 65 would
receive $80 per month for life if he chose to retire at age 62.

The following table shows illustrative monthly benefit amounts
for male workers without dependents—which correspond with exist-
ing benefits for women workers—for retirement between ages 62 and
65:

: . Primary Old-age insurance benefit for retirement at—
Average monthly wage insurance
amount
Age 65 Age 64 Age 63 Age 62
1333 $33 $30. 80 $28. 60 $26. 40
50 60 486, 70 43.40 40. 00
65 65 60, 70 56, 40° 52.00
80 80 74.70 69. 40 64.00
100 100 93. 40 86. 70 00
120 120 112.00 104.00 96, 00
1127 127 118,60 110. 10 101,60

1 Minimum benefit,
- 2 Maximum benefit.

Likewise, the wife aged 62 or over of a man who retires at age 62-64
would, under the provisions of the bill, be able to receive an actuarially
reduced benefit based on her husband’s reduced benefit (if she has an
eligible child in her care, her benefit would not be actuarially reduced).
For example, in the case of & man entitled to & benefit of $100 a month
at 'lsfe 65 who claims the reduced benefit of $80 at age 62, the wife
would receive $40 (50 percent) if she were age 65 when he retired or
if she waited until age 65 to claim the benefit, and she would receive
$30 (75 percent of $40) if she were age 62.

The following table shows illustrative monthly benefit amounts
for a married male worker with no eligible children, for retirement at
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various ages between 62 and 65, based on a primary insurance amount
of $100: c Do T (o o o

Co " Family benefit for man retirlng at— -
Age of wife e . .
Age 65 or over Age 64 Age 63 . Age 62 ..
B2 oo me e mmmaaie $137. 50 $128, 50 $119.30 | - $110.00
B3 iiiicccccecmeeccctecreccnam e ernareeaa—. . 141,70 132. 40 , 122.90 | - 113. 40
£ O U . 145. 90 136. 36 126. 50 116. 70
65 0T OVeF - - - et aeccmaa et a—ae 150. 00 140. 10 130. 10 - 120,00

The same actuarial reduction factors are used for men as for women.
This is appropriate—despite the longer life expectancy of women—
because what is of relevance is the relationship of the male expecta-
tion of life at age 65 to the male expectation at age 72 and the corre-
sponding relationship for women. These two relationships are sub-
stantially the same, according to standard actuarial tables of mortality.-

The bill would provide for men—just as present law does for
women—equitable adjustment and correlation provisions where there
is eligibility for benefits both on his own work record and as a spouse,
adjustment of reduced benefits at age 65 when benefits have been
withheld for 3 or more months before age 65, and more advantageous
results in the determination of fully insured status and average
monthly wage for benefit computation purposes.. ' :

D. IMPROVEMENTS IN THE BENEFIT PROTECTION FOR WIDOWS,
CHILDREN, ETC.

The Committee on Finance believes there are several respects in
which the protection available to dependénts and survivors of insured
workers should be improved, and the bill would make these im-
provements. ' '

1. An increase in the benefits payable to certain children of deceased
workers to three-fourths of worker’s benefit

Under present law, the amount payable to a child of a deceased
worker is equal to one-half of the benefit amount the worker would
have been paid if he had. lived, plus one-fourth of that benefit amount
divided by the number of entitled children. For example, if there are
two surviving children, each child is eligible for a benefit equal to one-
half plus one-eighth—five-eighths—of the worker’s benefit amount.
And even though one child goes to' work and gets no benefits, the other
child is still not eligible for the full three-quarter benefit. All other
survivor beneficiaries now receive benefits equal to three-fourths of the
deceased worker’s benefit amount. The bill would make the benefit
for each child of a deceased worker thiee-fourths of the amount the
worker would have been paid had he’lived, subject, of course, to the
maximum limitation on the amount of family benefits payable on thy
worker’s earnings record. About 400,000 children would get some
immediate increase in benefits as a result of this change.

2. Benefits for survivors of workers who died before 1940
The committee is recommending that benefits be paid to the sur-
vivors of a worker who acquired six quarters of coverage and died
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before 1940. (Under the 1939 amendments, survivors’ monthly bene-
fits were payable only to the survivors of workers who died after 1939.)
About 25,000 ﬁeOple—most of them widows aged 75 or over—would
be made eligible for benefits by this change. Benefits would be
payable only for months beginning with the month after the month of
enactment. o

3. Benefits in certain situations where a marriage ts legally invalid

The bill provides that a valid marriage will be deemed to exist for
purposes of eligibility for mother’s, wife’s, husband’s, widow’s,
widower’s, and child’s benefits in certain situations where the marriage
was not in fact valid under the law of the State where the insured
person lived. The amendment would be effective for months after the
month of enactment. Since the State laws governing marriage and
divorce are sometimes complex and subject to giffering interpretations,
a f)erson may believe that he is validly married when he is not, The
bill provides that a person could qualify for benefits as the spouse of an
insured individual, even though there was an impediment (as defined)
that prevented a valid marriage from being contracted, if he had gone
through a marriage ceremony in the belief that it would create a valid
marriage and if the couple had béen living together at the time of the
worker’s death (or, if the worker is still living, at the time the spouse
applies for benefits). The bill defines the term ‘‘impediment” to
include only an impediment that results from the dissolution or lack of
dissolution of a prior marriage of the insured person or the person
applying for benefits as his spouse or an impediment that results from a
defect in the procedure followed in connection with the marriage cere-
mony. In‘addition, the bill would make eligible for benefits the child
or stepchild of a couple who had gone through a marriage ceremony
that because of such an impediment could not result in a valid
marriage.

4. Benefits for a child based on his father’s earnings record

Under present law, a child is deemed dependent on his father or
adopting father, and therefore eligible for benefits on his father’s
earnings record, unless the father is not living with the child or con-
tributing to the child’s support and the child is living with and being
supported by his stepfather (or has been adopted by someone else).
The bill provides for paying benefits to a child on his father’s earnings
record even though the child is supported by his stepfather. - In most
States there is no obligation for a stepfather to support his stepchild.
If a child has been denied benefits based on his father’s earnings be-
cause of the support provided by his stepfather and the stepfather stops
supporting him, the child cannot get benefits based on the earnings of
either. This cfmnge would extend to the child living with his step-
father the protection now provided for other children, including chil-
dren living with and being supported by other relatives. The change
would be effective with the month of enactment.
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B, INCREASED COVERAGE

The committee’s bill would make several further extensions of
coverage. o ' ' S
1. Facilitating coverage of additional employees of nonprofit organizations
and validation of erroneous returns already ﬁledp «
Present law requires that two-thirds of the employees of a nonprofit
organization must consent to coverage before the organization can
cover the employees who desire coverage and future employees of the
organization. The committee’s bill modifies this requirement so that
a nonprofit organization could, if it so desired, file a certificate electin
to provide coverage for all employees hired in the future and sucg
current employees, if any, as consent to be covered, An organization
could provide coverage for -new employees even though none of its
current employees desire coverage. , , o ‘
The present requirement is unfair to employees who want to be
covered but are not eligible because some of their fellow employees do
not desire old-age, survivors, and disability insurance protection.
Under the committee’s bill, a nonprofit employcer would, in effect,
be able to establish as a condition of employment a rule that new em-
plglyees must be covered while offering its present employees an option.
here are about 100,000 employees of nonprofit organizations not
now protected under old-a e, survivors, and disability insurance for
whom coverage would be facilitated by these changes. In the long
run all employees of organizations that have elected to cover any of
their employees would %e covered since all new employees are man-
datorily covered. :
The bill would retain the requirement of present law that if' some
of a nonprofit organization’s employees are in jobs covered by a
public retirement system and some are not, the employer must
divide his employees into two coverage groups for purposes of this
provision, Tl?e employees who are in positions covered by the public
retirement system would be in one coverage group; those who are not -
would be in the other. Under the bill, the employer may extend
coverage to consenting and future employees in either or both groups,
without the necessity for concurrence by two-thirds of the current
employees. ,
he bill would also permit the validation of erroneous self-employ-
ment returns filed by certain lay missionaries in the belief that they
were covered under present law as ministers, if requested by April 15,
1962. , : .
The committee has been informed that a number of nonprofit
organizations have been erroneously reporting and paying taxes on
remuneration paid to their employees without first complying with
requirements in the law for obtaining old-age, survivors, and dis-
ability insurance protection for their employees. For example, some
organizations have reported their employees without realizing it was
necessary to file waiver certificates. In some instances, the nonprofit
organization later filed a certificate in accordance with the law, but
by that time one or more of the employees whom the organization had
previously reported had left its employ.. There is no way under
present law . for such employees to have their services covered under
the organization’s certificate. In other instances, nonprofit organiza-
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tions began to report: their ‘employées: after the organizations filed
.certificates without realizing that it was also necessary to obtain the
signatures of all of the’er’npﬁ)yees whom they wished to cover on lists
of concurring employees. The bill would, under specified circum-
stances, permit social security credit' for remuneration for services
performed before July 1, 1960, erroneously reported as wages, upon
appropriate action by the nonprofit organizations and employees
involved. ' ' A

2. Provision of an additional opportunity for ministers to obtatn coverage

Coverage was made available to ministers, under the Social Security
Amendments ‘of 1954, on an individual voluntary basis because of
‘considerations relating to' the séparation of church and state. The
1954 legislation provided that ministers and Christian Science prac-
titiohers already in practice who desired coverage had to file waiver
certificates by April 15, 1957. In’' 1957, when it appeared that
many clergymen who desited coverage had, through lack of know-
ledge or misunderstanding of the provisions, failed to file timely
certificates electing coverage, legislation was enacted to extend the
‘time for electing coverage to April 15, 1959. Under present law,
in general, ‘only newly ordained ministers (and ministers who have
not had net earnings from self-employment of $400 or more, some
part of which was from the exercise of the ministry, for as many as 2
taxable years after 1954) may still file certificates electing coverage.

Of some 200,000 full-time ministers who could have elected ‘coverage,
about 140,000 have come under.the program up to this time. There
are many ministers who want coverage but are no longer eligible.
In some cases, such ministers failed to file timely waiver certificates
because they misunderstood the provision or were unaware of the
deadline. Other ministers erroneously believe that they met the
requirements for electing coverage by filing tax returns, while still
others believe they met the requiréments by filing waiver certificates
although actually they did not because the certificates were defective
in some respects. - .

The committee is mindful of the need to maintain reasonable
restrictions on the time within which a choice must be made under
the provision for individual volunitary coverage of ministers. How-
ever, the committce recommends that ministers and Christian
Science practitioners who under present law are no longer eligible to
elect coverage be given additional opportunity to é6btain this protec-
tion. To this en‘g, persons who have already ‘entered the ministry
would be given until April 15, 1962, to file waiver certificates. - Cer-
tificates filed under this' amendmént (like those filed under present
law by a newly ordained minister) would be effective with the year
prece((i{ing the Kltest year for which the tax return due date has not
assed. . , . L :

In ‘addition, the bill would pérmit the validation of coverage of
certain clergymen who filed tax returns reporting self-employment
earnings from the ministry for certain years after 1954 and before
1960 even though, through error, they had not filed waiver certificates
effective for those years.” These tinisters or their representatives
‘would. be given the opportunity until April 15, 1962, to file waiver
certificates or sugplement_al_ certificates éffective with the first taxable
‘year for which they had filed such a tax return and for all succeeding
years, In order for the benefits of this amendment to be secured,
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any taxes due by Yedson of the va'lida'tion‘i.tjf the édverage'WOu'ld{ha_,ve

to be paid by April 15, 1962." ~ -

Also a provision is added to thé, House bill which would give a
further opportunity to ‘certain ministers who previously filed2certifi-
cates offective with their first taxable year ending after 1956—as
required under the law in effect at the time when their. certificates
were filed—to amend their certificates to make them effective for the
preceding taxable year. Under present law, such ministers generally
had until April 15, 1959, to amend their certificates for this purpose
and under the bill they would have until April 15, 1962, to do so.

3. Coverage of American citizens -employed in the United States by
foreign governments ‘

Under present law, service performed in the employ of a foreign
government or an instrumentality wholly owned by a foreign govern-
ment, is generally excluded from old-age, survivors, and disability
insurance coverage. The committee believes that such service, if
performed by a citizen of the United States within the United States,
should be covered. Coverage of their employment would enable
these citizens to build the same basic protection under old-age, sur-
vivors, and disability insurance that other Americans possess and
would prevent gaps in protection for those citizens who work for a
limited period of time for a foreign government.

This employment has hereto%ore not been covered because the
United States cannot levy the employer tax of the program upon
foreign governments. The committee believes that the most feasible
way to provide coverage for United States citizens working for these
foreign employers would be to treat them as self-employed individuals.
Although the committee believes it is generally undesirable to ‘cover
as self-employment the services of persbns who are actually employees,
such coverage offers a practical solution to' the .unique. problem of
covering American citizens employed by foreign governments. Under
tho bill, compulsory coverage would be provided for these employees
on the same {))a,sis as that provided for self-employed persons.

4. Facilitating the coverage of employees of State and local governments

Both the House- and committee-approved, bill would make several
changes designed to facilitate the coverage of State and local govern-
ment employees, as follows: - ~

(a) Retrodaétive coverage.—The provision of the Social Security Act
which permitted State and local governmental émployee groups to

obtain extended retroactive social security coverage beginning as early
as January 1, 1956, expired at the end of 1959, Under existing law,
coverage for employees of States and localities who are brought under
the program after 1959 may be effective no earlier than the first day of
the year in which it is obtained. The bill would permit coverage—
on the regular contributory basis—for any employee group brought
under the program after 1959 to begin as early as 5 years before the
year in which coverage for the group is agreed to, but no earlier than
January 1, 1956. - L , ST

The provision of the present law that permitted employee groups to
obtain an extended period of retroactive coverage recogunized that in
many instances the States would require considerable time to enter
into coverage agreements with the Department and to make the
necessary arrangements for providing coverage for the groups desiring
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it. Although some 3} million of these lJ;lmblic employees have been
broufht under social security, there still remain about 2} million,
mostly petsons covered under retirement systems of States or locali-
ties, who have not been covered, and it is to be expected that for
some time into the future significant numbers of public employees
will continue to come under the program. The committee’s bileould
enable public employee groups who come under coverage in the future
to avoid being unduly handicapped because of their late entry into
coverage. :

The bill would also provide a measure of flexibility in determining
the beginning date for coverage for different political subdivisions,
Under present law, where a retirement system covering positions of
more than one political entity is covered as a single retirement system
coverage group (without being broken down into “decemed’ retire-
ment systems for the various entities), coverage must begin on the
same date for all persons in the retirement system. If the retirement
system is divided on a political subdivision basis for coverage pur-
poses, coverage may begin on different dates for the different sub-
division, A State may wish to provide coverage for a retirement
system as a single-coverage group, in order to facilitate coordination
of the State system with old-age, survivors, and disability insurance,
or for some other reason. At the same time, some political subdivi-
sions, for financial or other reasons, may wish coverage to start at an
earlier date than do other political subdivisions. Under the bill, when
a retirement system is covered as a single retirement sytem coverage
group, the State may, if it wishes, provide different beginning dates
for coverage for the employees of different political subdivisions.

(0) Employees transferred from one retirement system to another.—
Under present law, in some cases a retirement system covering more
than one political subdivision has been divided into retirement sys-
tems on a political subdivision basis and coverage bas been extended
only to those members of the various retirement systems who desire
such coverage. An individual who is in a division of one of these
retirement systems which is composed of positions of members of
that system who do not desire coverage may later become a member
of another one of these retirement systems which has also provided
coverage for only those members who desire it. If so, he is covered
compulsorily as a new member of the second group. The committee
believes that the compulsory coverage of new members, where coverage
has been extended under the divided retirement system provision, 1s
essential as a means of protecting the trust funds, over the long run,
against drains due to the election of coverage mainly by persons who
may expect to receive substantially more in benefits than is contributed
to the program.

Prob{)ems have arisen in a very limited area, however, where persons
become members of a different retirement system through an action
of a political subdivision (such as the annexation of one political sub-
division by another) rather than an action by the individual (such
as a change in jobs). The bill provides that in this type of situation
an individual who has elected not to be covered would continue to be
excluded from coverage but only if the ‘“‘retirement system’ to which
he originally belonged and the new ‘retirement system’” were in
reality Farts of the same retirement system which was divided on a
political subdivision basis by the State prior to further division of the
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two parts between those who desired uud those who did not desire
old-age, survivors, and disability insurance coverage. Individuals
who were placed In another retirement system group by an action
of a political subdivision taken before enactment of the bill would
continue to be covered unless the State, before July 1, 1961, requests
that they be excluded from coverage. Such a request would apply
only to the wages that these individuals are paid on and after the
date on which t%e request is filed. .

(¢) Policemen and firemen under retirement systems in Virginia.—
The bill would make applicable to the State of Virginia the provision
in present law which permits 16 specified States and all interstate
instrumentalities to extend coverage (under their agreements with
the Secretary of Health, Education, and Welfare) to services per-
formed by employees of any such State (or of any political subdivision
thereof) in any policeman’s or fireman’s position covered by a retire-
ment system of a State or local government, provided the members of
the system vote in favor of coverage. The 16 States in which police-
men and firemen covered by a State or local retirement system are
now permitted to come under the old-age, survivors, and disability
insurance program are: Alabama, California, Florida, Georgia, Hawaii,
Kansas, Maryland, New York, North Carolina, North Dakota
Oregon, South Carolina, South Dakota, Tennessee, Vermont, and
Washington.

(d) ﬁizlegation by Governor of certification functions.—When coverage
is extended to State or local retirement system groups under the
referendum provisions of existing law, all persons in a retirement
system group are covered upon a favorable vote by the majority of the
members. Under present law, the Governor must personally certify
that the referendum has been conducted in accordance with the
requirements of the Social Security Act and that the result was
tavorable. Also, when a retirement system group is divided into
two parts to extend coverage to only those members of the group who
desire coverage and the procedure is used which permits coverage
without a referendum provided specified procedures are followed, the
Governor must personally certify that such procedures were followed.
The comirittee recognizes that the requirement that the Governor
personally make the certifications in question sometimes imposes an
unnecessary burden on the Governor. The bill would permit the
Governor of a State to designate an official of the State for the purpose
of making these two types of certifications.

(e) Validation of coverage for certain Misstssippi school personnel.—
The committee’s bill would validate, for the period from March 1,
1951, to October 1, 1959, the coverage of certain teachers and school
admuinistrative personnel in Mississippi who during this period were
reported under old-age, survivors, and disability msurance as State
employees, The employees in question had been included under the
Mississippi coverage agreement with the Secretary of Health, Educa-
tion, and Welfare as employees of the State rather than as employees
of the various school districts in Mississippi. Since 1951, Mississippi
has filed wage reports and paid contributions for these employees on
the basis that they were State employees.

(f) Exzclusion of certain justices of the peace and constables in Ne-
braska.—Under existing law a State has the option of including or
excluding from its coverage agreement any position for which the

59766—60——3
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compensation is on a fee basis. Once such positions have been covered
under the agreement, the decision cannot be changed under present
law. The committee has been informed that the coverage of such
justices of the peace and constables who are compensated on a fee

asis was not intended by the State and the bill authorizes the State
of Nebraska, at its option, to modify the agreement to exclude the
services of these individuals. The modification shall specify the effec-
tive date of the exclusion, but it shall not be earlier than the enactment
date of this bill.

(9) Facilitating coverage of employees (ij municipal and county hos-
pitals.—The bill would permit municipal and county hospitals to be
treated as separate retirement system coverage groups, on the same
basis provided under present law for institutions of higher learning.
Under this amendment, such hospitals could obtain coverage for their
employees where the city or county does not wish to provide coverage
for all employees of the city or county.

(h) Limitation on States’ liability for employer (and employee)
contributions in certain cases.—Where an individual performs services
that are covered by a State’s social security coverage agreement, the
State is required to pay up to the maximum employer contribution
with respect to the wages paid to him by each separate employing
entity. Accordingly, where an individual works in a year as an
employee of the State and one or more political subdivisions, or as
the employee of two or more political subdivisions, the State’s total
liability for employer contributions may excecd the maximum em-
ployer tax which may be imposed on an employer who is subject to
the social security taxing provisions of the Internal Revenue Code of
1954. Under the House bill a State could, beginning as early as
1961, limit its liability for employer contributions to the maximum
employer tax liability of a single employer in these cases where the
employer contributions are paid from the State’s own funds, without
the State being reimbursed by the employing localities. The com-
mittee believes, however, that 1t is only equitable to limit such liability
for some years in the past and, therefore, provides that the limitation
can apply to wages paid as early as January 1, 1957, or January 1 of
the third year preceding the year of the agreement or modification.
The limitation could be applied by a State only to the extent that
the State complies with such regulations as the Secretary may pre-
scribe relative to this subject.

This provision is intcncied to recognize the special financial obliga-
tion assumed by States that, in addition to being responsible under
Federal law for the social security payments and reports of their
political subdivisions, actually bear the cost of the employer contri-
butions for political subdivisions. The committee believes that a
State’s liability for employer contributions which are paid out of the
State’s own funds should be computed as though individuals working
for the State and its political subdivisions were working for only one
employer.

(2) Statute of limatations for State and local coverage. (1) Time
limitation on the correction of contribution payments.—Under existing
law, there is no limitation on the period within which the Secretar
of Health, Education, and Welfare may assess contributions whic
are due under a coverage agreement with a State, or on the period
within which the Secretary must refund contributions which a State
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has erroneously paid. Accordingly, it is necessary for the Secretary
and a State to investigate the correctness of contribution payments
made many years in the past whenever that correctness is questioned,
and it is necessary for the States to maintain detailed records of the
employment and wages of covered public employees for an indefinite
period of time. The assessment and refunding of old-age, survivors,
and disability insurance taxes based on nongovernmental employment
are subject to the statute of limitations of the Internal Revenue
Code of 1954. The bill would make a comparable statute of limita-
tions applicable to the States beginning January 1, 1962,

Under the bill, the liability of a State for unpaid contributions would
expire in the usual case at the end of the 3-year, 3-month, and 15-day
period following the year for which the contributions are due unless
the Secretary makes an assessment by notifying the State of the under-
payment before the end of that period. so, a State that pays more
than the correct amount of contributions could not ordinarily claim
a credit for the overpayment after the end of the 3-year, 3-month, and
15-day period following the year for which the overpayment was
made. These time limitations could be extended by mutual agree-
ment and in certain other cases.

(2) Judicial review of Federal determinations affecting a State’s con-
tribution liability.—The present law does not provide a specific pro-
cedure by which a State may seek review by the courts of determina-
tions made by the Secretary of Health, Education, and Welfare which
result in an assessment of contributions or in the disallowance of a
claim for the refund of contributions. The bill would afford States
a court review procedure which is comparable to the procedure avail-
able to nongovernmental employers subject to the social security
taxing provisions of the Internal Revenue Code of 1954,

The bill provides a 90-day period within which a State could request
the Secretary to review determinations which affect its contribution
liability. If the State is not satisfied with the Secretary’s decision
upon review, it could file a civil action against the Secretary in a U.S.
district court within the 2-year period following the mailing of the
Secretary’s decision. The committee believes this provision for ju-
dicial review will afford the States an orderly and equitable procedure
for the expeditious settlement of the relatively few coverage questions
and other issues which cannot be settled through negotiations be-
tween the States and the Secretary.

F. INVESTMENT OF THE TRUST FUNDS

The bill would provide for putting into effect certain recommenda-
tions made by the Advisory Council on Social Security Financing.
This Council was established by the 1956 amendments to the Social
Security Act to study and report on the status of the Federal Old-Age
and Survivors Insurance and Disability Insurance Trust Funds in
relation to the long-term commitments of the funds. The Advisory
Council, a distinguished group of representatives of employers, em-
ployees, the self-employed, and the general public, made a year-long
study of the financing of the program. As a result of its deliberations
the Council made a number of recommendations for changes in the law
to make the provisions relating to the method of financing the old-age,
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survivors, and disability insurance program more equitable. Some of
the Council’s recommendations are embodied in the committee’s bill,

Under present law, the interest on special obligations issued for
purchase gy the trust funds is related to the average coupon rates on
outstanding marketable obligations of the United States that are
neither due nor callable until after the expiration of 5 years from the
date of original issue. Thus the interest rate on new special obligations
is related to the coupon rate that prevailed at some time in the past
rather than to the market yield prevailing at the time the special
obligation is issued. As a result of the formula in the law, the average
interest rate on special obligations issued to the trust funds is now
about 2% percent, while the average yield on outstanding marketable
obligations is about 4 percent.

The Advisory Council thought that the rate of return on trust fund
investments in special issues should be more nearly equivalent to
what the Treasury has to pay for the long-term money it borrows from
other investors. This, the Council believed, would avoid both special
advantages and special disadvantages to the trust funds. To bring
about this result the Council recommended that two changes be made
in the law: The interest rate on special obligations should be made equal
to the average market yield rather than to the average coupon rate on
outstanding long-term marketable obligations, and this interest rate
should be based on the average rate of return on outstanding bonds
that will mature more than 5 years after the date of the special issue
rather than on all bonds that are neither due nor callable until after5
years from original issue.

In making its proposal that the interest rate on special obligations
should be equal to the average market yield on outstanding long-term
marketable Federal obligations that will mature more than 5 years
after the date the special obligation is issued, the Council recognized
that there might be a need for a different interest rate to meet current
and near future benefit obligations on a minor part of the funds being
held in short-term obligations. This proposal was studied by the
trustees of the Federal Old-Age and Survivors Insurance and Fed-
eral Disability Insurance Trust Funds, who agreed that the interest-
rate formula should be changed. The trustees thought, however,
that the need to determine what part of the funds should be in-
vested in short-term securities woufd create an unnecessary burden
and that much the same result could be obtained by adopting an
interest-rate formula that would be based on the yield of outstanding
marketable Federal obligations that would mature more than 3 years
after the date of the special issue.

The committee recognizes the need to give the investments of the
old-age, survivors, andg disability insurance program more equitable
treatment by relating the interest earnings of the funds to the average
yield on outstanding long-term obligations. The committee believes
that at the present time, however, an equitable return can be provided
for the trust funds with a single formula and interest rate. Accord-
ingly, the bill would relate the interest received on future obligations
issued exclusively to the trust funds to the average market yield of
all marketable obligations of the United States that are not due or
callable for 4 or more years from the time at which the special obliga-
tions are issued. Current actuarial cost estimates indicate that this
change would, over the long range, provide additional income to the
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trust funds equivalent to 0.02 percent of payroll on a level-premium
basis.

The bill substitutes for the present requirement that the managing
trustee purchase marketable obligations unless it is not in the public
interest to do so a requirement that he purchase obligations issued
exclusively to the trust funds unless it is in the public interest to
purchase obligations in the open market.

The bill also 1][-:rovides that the board of trustees as a whole shall
have responsibility for reviewing the general policies followed in
managing the trust funds and that in keeping with its responsibilities
the trustees shall meet at least every 6 mont%s

G. MISCELLANEOUS PROVISIONS

1. Improving the method of computing benefits

Under the present law a person’s average monthly wage, on which
his benefit is based, is computed over a span of time that may vary
with the time when he files an application for benefits or for a benefit
recomputation (and may vary also depending on whether he was in
covered work before the year in which he attained age 22). A person
who does not understand the rather complicated provisions of the law,
or does not know what his earnings will be in future years, may find
that he has not applied for benefits at the most advantageous time.

Under present law, for any person who is over ‘“retirement age’’
(65 for men, 62 for women) when he applies for benefits, the period
over which the average monthly wage is computed may end with
any one of three ‘“‘closing dates’”: (1) The first day of the year in
which the insured person was first eligible for old-age insurance
benefits (generally the year when he attained retirement age), or
(2) the first day of the year in which he filed his application for
benefits, or (3) the first day of the following year. If he applies for
a recomputation to take account of earnings after entitlement to
benefits, the computation period will end, generally, with the first
day of the year in which he applies for the recomputation. The

resent law specifies the use of whichever of these dates yields the
argest benefit amount. It is possible, however, that where a worker
continued in covered work for some years after he first became eligible
for old-age insurance benefits, the use of a ‘“‘closing date”’ (not avail-
able under the present law) between the beginning of the year in
which the worker was first eligible for benefits and any of the other
applicable dates would have yielded a higher average monthly wage
and a higher benefit amount.

The amendment proposed by the committee would substitute for
the present complicated provision, with its sometimes capricious
results, a provision for computing the average monthly wage, in
retirement cases, on the basis of a constant number of years regardless
of when, before age 22, the person started to work or when, after
a%e 65 (age 62 in the case of a woman), he files application for benefits.
(The amendment would apply also in death and disability cases.)
The number of years, in the retirement case, would be equal to five less
than the number of years elapsing after 1950 or after the year in which
the individual attained age 21, whichever is later (these are the
starting points for computation of the average monthly wage that are
generally applicable under the present law), and up to the year in
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which the person was first eligible for old-age insurance betefits
_ (generally the year in which he attained age 65 (or age 62 in the case
of a woman)). In death and disability cases the number of years
would be determined by the date of death or disability. In those
cases where a larger benefit would result (because the individual’s
best earnings were in years before 1951), the number of years would
be those elapsing after 1936, rather than after 1950; this alternative
is similar to the 1936 alternative ‘‘starting date’’ that is available
under present law in such cases. The subtraction of five from the
number of elapsed years is the equivalent of the present dropout of
the 5 years during which the individual’s earnings were the lowest.
For persons in the future who will have been under the program for
their full working life, the benefit computation in retirement cases
will generally be over the highest 38 years for men and the highest
35 years for women (the number of years that would be applicable
in the mature program under the present law for people who come
on the benefit rolls when they reach retirement age).

The earnings used in the computation would be the earnings in the
highest years. KEarnings in years prior to attainment of age 22 or
after attainment of retirement age could be used if they were higher
than earnings in intervening years. The change would thus eliminate,
for future cases, the problem that can arise at present when a person
does not apply for benefits at the most advantageous time. Moreover,
people who continued to work beyond age 65 (age 62 for women)
could, by using earnings in later years, get benefits that would be
more closely related to their earnings just before actual retirement
than are benefits under the present law. The amendment would also
make the computation simpler and easier to understand than it is now,

The amendment would, in genecral, take effect on January 1, 1961,
Generally, the span of years to be used for the benefit computation in
retirement cases could not be less than five—the number of years that
would have to be used under the present law by people who attain
retirement age in 1961. (In death and disability cases the number of
years could not be less than two.) In those relatively few cases—all
of them cases of people cligible for old-age insurance benefits before
1961—where the present type of computation using the year of first
eligibility for old-age insurance benefits as a closing date would increase
the benefit amount, the present provisions would still be used.

The bill would also make two other technical changes in the com-
putation provisions. The first of these is a change in the method of
recomputing benefits. Under the present law a worker’s benefit
amount may be recomputed, on application, to include earnings in the
year in which he filed application for benefits or died (whichever is
applicable). This recomputation is restricted to the methods for
figuring average earnings and benefit amounts for which the worker
qualified at the time of the original determination of his benefit
amount, even though the individual, at the time he applies for the
recomputation, may meet the basic requirements for the use of a
different method that would yield a considerably higher benefit
amount. The committee is recommending a change to permit the use
of the most favorable method of figuring average carnings and benefit
amounts for which the individual is eligible at the time he applies for
the recomputation.

The second of these technical changes would eliminate an unneces-
sary waiting period now required by law. Under the present law a
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beneficiary can have his benefit recomputed if he has earnings of more
than $1,200 in a year after the year in which he became entitled to
benefits or in which he filed his last previous application for a work
recomputation. The application for the work recomputation ma
not be filed earlier than 6 months after the close of the year in whic
the qualifying earnings were received. The 6-month limitation was
enacted in 1954 in order to decrease the number of applications to be
processed during the first half of the year, when a number of other
workloads are at seasonal peaks.

Under the present provisions, beneficiaries who come to district
offices of the gocial Security Administration during the first half of
the year to inquire about work recomputations must come in again
at a later time to file the application for the recomputation. It would,
of course, be easier for them to file when they first come in. Experi-
ence has shown that making such a person come in a second time does
not result in an overall saving of work sufficient to overcome the dis-
advantages to some beneficiaries. Accordingly, the committee’s bill
would remove the requirement that a beneficiary wait at least
6 months to file an application for the recomputation.

2. GIbLa'n%ng the provisions governing payment of the lump-sum death
enefit

Under present law, if there is a surviving spouse who was living in
the same household with the insured person at the time of the latter’s
death, the lump-sum death payment is made to that spouse. About
two-thirds of all lump-sum cases are settled in this manner.

If there is no such spouse, the lump-sum death payment is paid as
reimbursement to the person (or persons) ‘“equitably entitled thereto
to the extent and in the proportions that he or they’’ paid the total
burial expenses. Many families do not have sufficient funds to pay
the burial costs; in order to elaim the lump sum they must borrow the
money to pay the burial expenses.

The bill would make the lump sum available for meeting the
expenses incurred through the funeral home—the major part of the
burial expenses—without requiring that the expenses first have been
paid.  On application of the person who assumed responsibility for
the expenses, payment would be made to the funeral home for any
part of the funeral home expenses that have not been paid, within
the limits of the lump-sum benefits. In the few cases where no
one assumes responsibility for the burial expenses within 90 days after
the date of the insured person’s death, payment would be made on
application by the funeral home. If, in addition, part of the funeral
home expenses were paid by some person associated with the deceased
insured worker, any part of the lump sum that remained (after pay-
ment directly to the funeral home for the expenses not otherwise paid)
would be paid as reimbursement to the person or persons who paid the
funeral home for part of the expenses. ]

In most cases the total amount of the lump sum will be used up in
meeting the funeral home expenses (the maximum on the lump sum
is $255, and the average payment 1s somewhat less). In the case
where the expenses incurred through the funeral home were less than
the amount of the lnmp sum, the remainder of the lump sum would
be paid to any person, to the extent and in the proportion that he
Eaid any other expenses of the burial not incurred through the funeral

ome, as reimbursement for his payment of those expenses, in accord-
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ance with the following order of priority: The expense of opening and
closing the grave, the expense of the cemetery lot, and other expenses,

The new provisions would eliminate the delays in paying the lump
sum that arise under present law from the facts that all of the burial
expenses must be known before any of the lump-sum payment can be
made, and that only as much of the lump sum can be paid at any time
as is equivalent to the portion of the burial expenses that has been
paid at that time.

3. Elimination of certain obsolete recomputations

The bill would simplify the provisions for recomputation of benefits
by limiting the use of a number of recomputations that have virtually
served their purpose and are now seldom if ever applicable. Under
the bill any of these recomputation provisions could be used only if the
insured person filed application for it, or died, before 1961. Recom-
putations that would be affected are:

(@) The recomputation to include self-employment income in a
taxable year beginning or ending in 1952 for a person who retired or
died in 1952.

(0) The “work” recomputation provided for in 1950 to allow a
beneficiary to have included, in the computation of his benefit, earnings
he had after he became entitled to benefits. This recomputation has
been superseded by the work recomputation in the 1954 amendments;
the 1950 provision can apply only where an aged worker was eligible
for the work recomputation before 1955.

(¢) The recomputation provided for in 1950 to include in the benefit
computation the earnings the worker had in the 6 months immediately
prior to his death or entitlement to benefits. Such earnings were not
available in the record at the time of the worker’s initial computation
because of the lag in reporting and recording earnings. This ‘“lag”
recomputation can apply only to people who came on the benefit rolls
or died before September 1, 1954, and have not yet had their earnings
in the 6 months prior to entitlement to benefits considered in the
benefit computation,

(@) The recomputation to include wage credits for post-World-
War-II military service (provided for by the 1952 amendments) where
such credits could not have been used at the time of the original com-
putation. It applies only to people (insured workers and survivors)
who were on the benefit rolls before September 1952.

4. Modifying the provisions relating to advisory councils on social security
JSinancing

Under the present law, an Advisory Council on Social Security Fi-
nancing is required to study and report on the status of the trust
funds prior to each increase in the tax rates. When the law providing
for advisory councils on financing was enacted in 1956, the tax increases
were scheduled at 5-year intervals. The 1958 amendments acceler-
ated the schedule of tax increases so that the tax rate is to be increased
at 3-year intervals, with the next increase scheduled for 1963. This
means that under present law an advisory council would have to be
appointed this year and issue its report by January 1962.

The first advisory council on financing, which made its report in
January 1959, considered the present tax schedule and concluded that
the 1963 tax increase should go into effect. Since the council issued
its report there has been no significant change in the condition of the
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trust funds nor is there any other reason to reexamine the need for the
1963 increase to go into effect. It would tlisrefore be desirable to
eliminate the requirement for a review of the :fatus of the trust funds
by the end of next year. On the other hand, it does seem desirable
that the need for the increases scheduled for 1966 and 1969 be reviewed,
and under the bill the provision for an advisory council to be appointed
in 1963 and another in 1966 would be retained. Moreover, the com-
mittee believes that when the ultimate tax rate is reached there
should continue to be periodic reviews of the financing of the program,
and the bill therefore provides for additional councils to be appointed
every 5 years after 1966.

6. Continuing court actions when a new Secretary is appointed

Whenever a new Secretary of Health, Education, and Welfare is
appointed, it is necessary, within 6 months of his appointment, to
substitute his name on pending court actions in which his predecessor
was a party if such actions are to be continued. The requirement for
substituting the name of a new Secretary on pending court actions
within the time requirement causes inconvenience to claimants, and
failure by claimants to take the required action has resulted in the
abatement of court actions without consideration by the court of the
merits of the case. The bill would allow pending court actions to
continue even though there is a successor to a Secretary or a vacancy
in that office. The bill would thus remove a source of irritation to
claimants and would remove the harsh effect of abatement of court
actions solely because of the failure to substitute on pending actions
the name of a successor to a Secretary.

6. Extending a deadline where the ending date for an action falls on a
nonwork day

The law provides that certain actions, such as applying for a lump-
sum death payment, filing proof of support, or requesting a review in
the U.S. district court of a decision of the Secretary, must be taken
within a specified period of time in order to be valid. People some-
times try to meet a deadline of this sort by taking the appropriate
action on the last day of the period in which it can be done, and if the
deadline date falls on a nonwork day, the claimant then finds that he
cannot meet the deadline because the offices are closed. The bill
would climinate this problem by extending any deadline date that
falls on a day that is not officially a full workday to the first official
full workday immediately following the deadline date.

7. Crediting quarters of coverage for years before 1961

The bill would change the rule for crediting quarters of coverage
on the basis of maximum creditable wages paid in years before 1951
to conform to the rule applied in the case of maximum creditable
carnings in years after 1950. Generally, under present law, a person
who was paid the maximum amount of creditable wages in a calendar
year before 1951 is deemed to have a quarter of coverage in each
quarter following his first quarter of coverage in such year. Under the
bill, a person who was paid the maximum amount of creditable wages
in & calendar year before 1951 would be deemed to have a quarter of
coverage in each quarter of such year without regard to when he
received his first quarter of coverage. As a result of this change, a
small number of people who do not have enough quarters of coverage
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to be fully insured under the present provisions of law would be
credited with additional quarters of coverage. In some of these cases
they would become insured for benefits on the basis of these additional
quarters of coverage. In addition, the law would be simplified
because the same rules for crediting quarters of coverage would apply
to all years in which a person had maximum creditable earnings,
whether those years occurred before 1951 or after 1950.

8. Correcting technical flaws in the low

(a) Because of a technical defect in the law, benefits -cannot now
be paid in cases where a child of a disabled person is horn or adopted
after the worker becomes disabled, or where a child becomes a step-
child through a marriage occurring after the worker becomes disabled.
The bill would correct this defect by providing for the payment of
child’s benefits to a child who is born, or who becomes a worker’s
stepchild, after the worker becomes entitled to disability insurance
benefits, and to a child who is adopted by a worker within 2 years
after the worker becomes entitled to disability insurance benefits, or
the child was living with the parent before the onset of his disability.
Such proceedings for the adoption of the child are not intended to be
limited merely to court proceedings, but also include proceedings and
arrangements  with licensed adopting agencies or other qualified
persons.,

(b) Because of a technical flaw in the law, families of disabled work-
ers at certain levels of average monthly wage where the disabled worlker
had a period of disability that started before 1959 can get as much
as $7.50 a month more in benefits than survivors of a worker who
died before 1959 and who was at the same average monthly earnings
levels. The bill would amend the provisions relating to maximum
family benefits to eliminate this unintended advantage for those
families coming on the benefit rolls after enactment. Since some of
the families on the rolls have been getting benefits in the larger
amounts for well over a year and have come to depend on the amounts
they are %etting, it seems desirable not to have the corrective amend-
ment apply to families on the rolls prior to enactment but to let the
present provisions continue to apply to them.

(¢) Under the foreign work test, a month’s benefit must be withheld
from an old-age insurance beneficiary (and his dependents) for any
month in which he works in noncovered work outside the United
States on more than 6 days. If the old-age insurance beneficiary
fails to report such employment within a specified time, he may be
penalized by the loss of an additional month’s benefit. As a general
rule, when an old-age insurance beneficiary has such a penalty im-
posed upon him, his dependents are not also penalized. Because of
an oversight, however, a person entitled to a childhood disabilit
benefit or to a mother’s insurance benefit who is married to an old-
age insurance beneficiary does have a penalty imposed if the old-age
insurance beneficiary’s work outside the United States is not reported.
The bill would eliminate this additional penalty.

(d) The 1956 amendments made a number of changes in section
201 of the Social Security Act (relating to the Federal Old-Age and
Survivors Insurance and the Federal Disability Insurance Trust
Funds). As part of these changes, references to ‘“‘special obligations”
were deleted and the words “public debt obligations’ were inserted in
their place. Inadvertently this change was not made in subsection
(e). The bill would correct this oversight,
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V. AcruariaL Cost EsTIMATES FOR THE OLD-AGE, SURVIVORS, AND
DisaBiniTy INSURANCE PROGRAM

(1) Financing policy

The Congress has always carefully considered the cost aspects of
the old-age, survivors, and disability insurance system when amend-
ments to the program have been made. In connection with the 1950
amendments, the Congress was of the belief that the program should
be completely self-supporting from the contributions of covered
individuals and employers. Accordingly, in that legislation, the
provision permitting appropriations to the system from general reve-
nues of the Treasury was repealed. This policy has been continued
in subsequent amendments. Thus, the Congress has always very
strongly believed that the tax schedule in the law should make the
system self-supporting as nearly as can be foreseen and, therefore,
actuarially sound.

The concept of actuarial soundness as it applies to the old-age,
survivors, and disability insurance system differs considerably from
this concept as it applies to private insurance although there are
certain points of similarity—especially as concerns private pension
plans. In a private insurance program, the insurance company or
other administering institution must have sufficient funds on hand so
that, if operations are terminated, the plan will be in a position to
pay off all the accrued liabilities. This, however, is not a necessary
basis for a national compulsory social insurance system. It can
reasonably be presumed that under Government auspices such a sys-
tem will continue indefinitely into the future. The test of financial
soundness, then, is not a question of there being sufficient funds on
hand to pay off all accrued liabilities. Rather, the test is whether the
expected future income from tax contributions and from interest on
invested assets will be sufficient to meet anticipated expenditures for
benefits and administrative costs. Thus, the concept of “unfunded
accrued liability’”’ does not by any means have the same significance
for a social insurance system as it does for a plan established under
private insurance principles, and it is quite proper to count both on
receiving contributions flr)'om new entrants to the system in the future
and on paying benefits to this group. These additional assets and
liabilities must be considered in order to determine whether the system
is in actuarial balance. ,

Accordingly, it may be said that the old-age, survivors, and dis-
ability insurance program is actuarially sound if it is in actuarial
balance taking into account the fact that the estimated future income
from contributions and from interest earnings on the accumulated
trust funds will, over the long run, support the estimated disburse-
ments for benefits and administrative expenses. Obviously, future
experience may be expected to vary from the actuarial cost estimates
made now., onetheless, the intent that the system be self-supporting
(or actuarially sound) can be expressed in law by utilizing a contribu-
tion schedule that, according to the intermediate-cost estimate, results
in the system being in balance or substantially close thereto.

(2) Actuarial balance of program in past years

The actuarial balance under the 1952 act was estimated, at the
time of enactment, to be virtually the same as in the estimates made
at the time the 1950 act was enacted, as shown in table 1. This was
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the case because the estimates for the 1952 act took into consideration
the rise in earnings levels in the 3 years preceding the enactment of
that act. This factor virtually offset the increased cost due to the
benefit liberalizations made. New cost estimates made 2 years after
the enactment of the 1952 act indicated that the level-premium cost
(i.e., the average long-range cost, based on discounting at intercst,
relative to taxable payroll) of the benefit disbursements and adminis-
trative expenses was somewhat more than 0.5 percent of payroll
higher than the level-premfum equivalent of  the scheduled taxes
(including allowance for interest on the existing trust fund).

Under the 1954 act, the increase in the contribution schedule met
all the additional cost of the benefit changes proposed and at the same
time reduced substantially the actuarial insufficiency that the then-
current estimates had indicated in regard to the financing of the
1952 act.

TaBLE 1.—Actuarial balance of old-age, survivors, and disability insurance program
under various acts for various estimates on an intermediale-cost basis

[Percent]

Level-premium equivalent t
Date of
Legislation estimate

Benefit Contribu- | Actuarial
costs ? tions balance 3

Old-ago, survivors, and disability insurance ¢

1060 act . e 1950 6.05 5.95 —0.10
1052 aCt . . aans 1952 5. 85 5.75 —. 10
1052 act. . maaaaan 1954 6. 62 6.05 —. 57
1064 act . - el 1954 7. 50 7.12 —.38
1054 aCt . e eaamna 1956 7.45 7.29 —.106
1060 aCt . e em—ee——na 1956 7.85 7.72 —. 13
1086 aCt. . . e 1958 8.25 7.83 —. 42
1958 aCt . _ e 1958 8.76 8. 52 -, 24
1088 net . s 1960 8.73 8. 68 —.05
1960 bill (1Touse) . oo e 1960 8.97 8.68 -2
1960 bill (Senate committee) . ... oo 1960 9.18 8.68 —. 50

Old-age and survivors insurance 4

1956 act . . . 1956 7.43 7.23 —0.20
1056 act . .. 1958 7.90 7.33 —. 57
1058 act . .. 1958 8.27 8.02 —-.25
1068 act .. ... 1960 8.38 8.18 - 20
1960 bill (House) 1960 8. 41 8.18 -.23
1960 bill (Senate committee). .. oo 1960 8.62 8.18 —. 44
Disability insurance ¢
1056 aCt. .« . oo eeemeen 1956 0.42 0.49 +0.07
1060 act . . e 1058 .35 .50 +.15
1058 aCt - . L eecacmeaaaaas 1958 .49 . 50 +.01
1058 0t . . e mm—————ae 1860 .35 .80 4. 15
1960 bill (Fouse) . - oot e e 1960 .66 .50 —. 06
1960 bill (Senate committee) ... ool 1960 .56 .50 —.06

1 Expressed as a percentage of taxable payroll.

2 Including adjustments (a) to reflect the lower contribution rate for the self-employed as compared with
the combined employer-employce rate, (b) for the Interest earnings on the existing trust fund, and (¢) for
administrative expense costs.

3 A negative figure indicates the extent of lack of actuarial balance. A positive figure indicates more than
suflicient financing, according to the particular estimate. ) . .

+ The disability insurance program was inaugurated in the 1956 act so that all figures for previous legislation
are for the old-age and survivors insurance program only.
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The estimates for the 1954 act were revised in 1956 to take into
account the rise in the earnings level that had occurred since 1951-52,
the period that had been used s the basis of the earnings assumptions
for the estimates made in 1954, Taking this factor into account
reduced the lack of actuarial balance under the 1954 act to the point
where, for all practical purposes, it was nonexistent. The benefit
changes made by the 1956 amendments were fully financed by the
increased contribution income provided. Accordingly, the actuarial
balance of the system was unaffected.

Tollowing the enactment of the 1956 legislation, new cost estimates
were made to take into account the developing experience; also, certain
modified assumptions were made as to anticipated future trends. In
1956—-57, there were very considerable numbers of retirements from
among the groups newly covered by the 1954 and 1956 amendments, so
that benefit expenditures ran considerably higher than had previously
been estimated. Moreover, the analyzed experience for the recent
years of operation indicated that retirement rates had risen or, in other
words, that the average rctirement age had dropped significantly.
This may have been due, in large part, to the liberalizations of the
retirement test that had been made in recent years—so that aged
persons are better able to effectuate a smoother transition from full
employment to ‘full retirement. The cost estimates made in early
1958 indicated that the program was out of actuarial balance by
somewhat more than 0.4 percent of payroll.

The 1958 amendments recognized this situation and provided addi-
tional financing for the program—both to reduce the lack of actuarial
balance and also to finance certain benefit liberalizations made. In
fact, one of the stated purposes of the legislation was ‘“to improve the
actunrial status of the trust funds.” This was accomplished by
introducing an immediate increase (in 1959) in the combined employer-
employee contribution rate, amounting to 0.5 percent, and by advanc-
ing the subsequently scheduled increases so that they would occur at
3-year intervals (beginning in 1960) instead of at 5-year intervals.

The revised cost estimates made in 1958 for the disability-insurance
program contained certain modified assumptions that recognized the
emerging experience under the new program. As aresult, the moderate
actuarial surplus originally estimated was increased somewhat, and
most of this was used in the 1958 amendments to finance certain
benefit liberalizations, such as inclusion of supplementary benefits for
certain dependents and modification of the insured status require-
ments.

At the beginning of 1960, the cost estimates for the old-age, sur-
vivors, and disability insurance system were reexamined and were
modified in certain respects. The earnings assumption had pre-
viously been based on the 1956 level, and this was changed to reflect
the 1959 level. Also, data first became available on the detailed
operations of the disability provisions for 1956, which was the first
full year of operation that did not involve picking up ‘“backlog’’ cases.
It was found that the number of persons who meet the insured-status
conditions to be cligible for these benefits had been significantly over-
estimated. It was also found that the disability experience in respect
to cligible women was considerably lower than had been originally
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estimated, although the experience for men was very close to the
intermediate estimate. Accordingly, revised assumptions were made
in regard to the disability-insurance portion of the program.

The committec believes that it is a matter for concern if cither por-
tion of the old-age, survivors, and disability insurance system shows
a significant actuarial insufficiency. However, the committee believes
that future cost estimates—particularly if earnings continue to rise—
may indicate lower costs than those in the current estimates. Also,
if t.{e long-range average interest earnings of the trust funds signifi-

cantly exceed 3 percent—as would be the case under the amended
financing and investment provisions incorporated in the bill if interest
rates continue at their present level —the actuarial insufficiency shown
in the following cost estimates would be significantly reduced, or pos-
sibly even eliminated. Thus, the committee believes that there is no
necessity now to attempt to cover fully, or even partially, the defi-
ciency which the cost estimates indicate in regard to the financing of
—the program as it would be amended by the committee-approved bill.

(3) Basic assumptions for cost estimates

Benefit disbursements may be expected to increase continuously
for at least the next 50 to 70 years because of factors, such as the aging
of the population of the country and the slow but steady growth of
the benefit roll, that are inherent in any retirement program, public
or private, which has been in operation for a relatively short period.
Estimates of the future cost of the old-age, survivors, and disability
insurance program, however, are affected by many other factors that
are difficult to determine. Accordingly, the assumptions used in the
actuarial cost estimates may differ widely and yet be reasonable.

The long-range cost estimates (shown for 1970 and thereafter)
arc presented here on a range basis so as to indieate the plausible
variation in future costs depending upon the actual trend developing
for the various cost factors. Both the low- and high-cost estimates
are based on high economic assumptions, intended to represent close
to full employment, with average annual earnings at about the level
prevailing in 1959. In addition to the presentation of the cost
estimates on a range basis, intermediate estimates developed directly
from the low- and high-cost estimates (by averaging them) are shown
so as to indicate the basis for the financing provisions.

In general, the costs are shown as a percentage of covered payroll.
This is the best measure of the ﬁnanciafcost, of the program. Dollar
figures taken alone are misleading. For example, a higher earnings
level will increase not only the outgo but also, and to a greater extent,
the income of the system. The result is that the cost relative to
payroll will decrease.

The short-range cost estimates (shown for the individual years
1960-65) are not presented on a range basis since—assuming a con-
tinuation of present economic conditions—it is believed that the
demographic factors involved can be reasonably closely forecast, so
that only a single estimate is necessary. In connection with these
short-range cost estimates, it should be noted that the assumption is
made of a gradual rise in the earnings level in the future, paralleling
that which has occurred in the past few years. As a result of this
assumption, contribution income is somewhat higher than if level
earnings were assumed, while benefit outgo is only slightly affected.
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The cost estimates have been prepared on the basis of the same
assumptions and methodology as those contained in the ‘“Twentieth
Annual Report of the Board of Trustees of the Federal Old-Age and
Survivors Insurance Trust Fund and the Federal Disability Insurance
Trust Fund” (H. Doc. No. 352, 86th Cong.). -

The previous long-range cost estimates for the disability insur-
ance program were based on the same general assumptions that were
used 1n the estimates prepared at the time of the 1956 amendments.
Now there are sufficient data available from the actual operation
of the program to suggest that some changes should be made in these
assumptions.

The 1956 experience on disability incidence rates for men fell
practically midway between the low- and high-cost assumptions. For
women, however, the actual experience was about 25 percent lower
than for men instead of 50 to 100 percent higher, as had been assumed.
Accordingly, the incidence rates for men used previously are con-
tinued, and those for women are lowered to the same 'vaﬁxes as the
male rates (a small margin of safety or conservatism). It is, of course,
recognized that in many disability benefit programs the experience of
the early years is much lower than in later years. In adopting these
assumptions for the long-range estimates, however, account is taken
of the fact that it is not within the jurisdiction of the Department of
Health, Education, and Welfare to liberalize the definition of dis-
ability by administrative action. Furthermore, it is assumed that
there will be no court decisions that will have the general effect of
liberalizing the definition of disability. Moreover, as indicated
enrlier, the estimates presuppose a continued high level of employment.

In the high-cost estimates, disability incidence rates for men are
based on the so-called 165 percent modification of class 3 rates (which
includes increasingly higher percentages for ages above 45). This 165
percent modification corresponds roughly to life insurance company
experience during the earl};;r 1930’s. Incidence rates assumed for
women are the same as those for men (instead of 100 percent higher,
as previously). Termination rates are class 3 rates (relatively high,
to be consistent with the high incidence rates assumed).

For the low-cost estimates, disability incidence rates for men are
based on 25 percent of those used in the high-cost estimates, or, in
other words, on the average, about 45 to 50 percent of the class 3
rates, considering the larger adjustments above age 45. Incidence
rates assumed for women are the same as those for men (instead of 50
percent higher, as previously). Termination rates are based on
German social security experience for 1924-27, which is the best
available experience as to relatively low disability termination rates
to be anticipated in conjunction with low incidence rates.

The incidence rates actually used for both estimates are 10 percent
below the above rates because, unlike the general definition in insur-
ance company policies, disability is not presumed to be total and of
expected long-continued duration after 6 months’ duration, but
rather long-continued duration must be proved at that time.

It will be noted that the low-cost estimate includes low incidence
rates (which, taken by themselves, produce low costs) and also low
termination rates (which taken by themselves produce higher costs,
but which are considered necessary since with low incidence rates
there would tend to be few recoveries). On the other hand, the high-
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cost estimate contains high incidence rates that are somewhat offset
by high termination rates.

The cost estimates are extended beyond the year 2000, since the
aged population itself cannot mature by then, The reason for this is
that the number of births in the 1930’s was very low as compared
with subsequent experience. As a result, there will be a dip in the
relative proportion of the aged from 1995 to about 2010, which would
tend to show low benefit costs for that period. Accordingly, the
year 2000 is by no means a typical ultimate year.

An important measure of long-range cost is the level-premium con-
tribution rate required to support the system into perpetuity, based
on discounting at interest. It is assumed that benefit payments and
taxable payrolls remain level after the year 2050. pr such a level
rate were adopted, relatively large accumulations in the old-age and
survivors insurance trust fund would result, and in consequence thero
would be sizable eventual income from interest. Even though such a
method of financing is not followed, this concept may nevertheless be
used as a convenient measure of long-range costs. This is a valuable
cost concept, especially in comparing various possible alternative
Elans and provisions, since it takes into account the heavy deferred

enefit costs.

The long-range estimates are based on level-earnings assumptions,
This, however, does not mean that covered payrolls are assumed to be
the same cach year; rather, they are assumed to rise steadily as the
population at the working ages is estimated to increase. If in the
future the carnings level should be considerably above that which now
prevails, and if the benefits are adjusted upward so that the annual
costs relative to payroll will remain the same as now estimated for the
present system, then the increased dollar outgo resulting will offset
the increased dollar income. This is an important reason for con-
sidering costs relative to payroll rather thar in dollars.

The long-range cost estimates have not taken into account the pos-
sibility of a rise in earnings levels, although such a rise has character-
ized the past history of this country. If such an assumption were
used in the cost estimates, along with the unlikely assumption that
the benefits, nevertheless, would not be changed, the cost relative to
payroll would, of course, be lower. If benefits are adjusted to keep
pace with rising earnings trends, the year-by-year costs as a percentage
of payroll would be unaffected. In such case, however, this would not
be true as to the level-premium cost—which would be higher, since,
under such circumstances, the relative importance of the interest re-
ceipts of the trust funds would gradually diminish with the passage of
time. If earnings do consistently rise, thorough consideration will
neca to be given to the financing basis of the system because then the
interest receipts of the trust funds will not meet as large a proportion
of the benefit costs as would be anticipated if the earnings level had
not risen.

An important element affecting old-age, survivors, and disability
insurance costs arose through amendments made to the Railroad
Retirement Act in 1951, These provide for a combination of railroad
retirement compensation and social security covered earnings in de-
termining benefits for those with less than 10 years of railroad service
(and also for all survivor cases).
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Financial interchange provisions are established so that the old-age
and survivors insurance trust fund and the disability insurance trust
fund are to be placed in the same financial position in which they
would have been if railroad employment had always been covered
under the program. It is estimated that, over the long range, the
net effect of these provisions will be a relatively small loss to the old-
age, survivors, and disability insurance system since the reimburse-
ments from the railroad retirement system will be somewhat smaller
than the net additional benefits paid on the basis of railroad earnings.

Another important element affecting the financing of the program
arose through legislation in 1956 that provided for reimbursement
from general revenues for past and future expenditures in respect to
the noncontributory credits that had been granted for persons in
military service before 1957, The cost estimates contained here
reflect the effect of these reimbursements (which are included as con-
tributions), based on the assumption that the rec ired appropriations
will be made in 1961 and thereafter.

(4) Results of intermediate-cost estimates

The long-range intermediate-cost estimates are developed from the
low- and high-cost estimates by averaging them (using the dollar esti-
mates and developing therefrom the corresponding estimates relative
to payroll). The intermediate-cost estimate does not represent the
most probable estimate, since it is impossible to develop any such
fizures. Rather, it has been set down as a convenient and readily
available single set of figures to use for comparative purposes.

The Congress, in enacting the 1950 act and subsequent legislation,
was of the belief that the old-age, survivors, and disability insurance
program should be on a completely self-supporting basis or, in other
words, actuarially sound. Therefore, a single estimate is necessary
in the development of a tax schedule intended to make the system
self-supporting. Any specific schedule will necessarily be somewhat
different from what will actually be required to obtain exact balance
between contributions and benefits. This procedure, however, does
make the intention specific, even though in actual practice future
changes in the tax schedule might be necessary. Likewise, exact
self-support cannot be obtained from a specific set of integral or
rounded fractional tax rates increasing in orderly intervals, but rather
this principle of self-support should be aimed at as closely as possible.

The contribution schedules contained in the present law and in the
bill are the same, as is also the annual maximum earnings base to
which these tax rates are applied, namely, $4,800. These schedules
are as follows:

Employee | Seolf-em-

Calendar year rate (same | ployed
: for em- rate
ployer)
Percent Percent
1960 80 1982 . o oo e eeceeeacmaacecamccnnaemnemaaann sacamaaa: amccsemacsannaceann 3 434
1963 80 1085 . o oo oo e ceececceeemmmacccccemme e e —cem—memececacecameemeemeeemean 314 1343
1960 0 1968 . oo i e cecccecicccccicasmeceescacssacssesesmsmcnssmevenn- 4 6
1969 8Nd AILOr. v o ce e teeceacciacecaccancecsssssseccancacasucaen easmmmnnen 414 634

59766—60——4
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A change made by the bill that has the effect of increasing the
income to the system is the revised basis for determining the interest
rate on public-debt obligations issued for purchase by the trust funds
(special issues), which constitute a major portion of the investments
of the trust funds. This basis has previously been discussed in de-
tail. It would have the immediate effect of gradually increasing the
interest income of the trust funds as compared with the present basis.
The ultimate effect of the new basis would probably be only a slight
increase in the interest income of the system since, over the long run,
the market rates and the coupon rates on long-term Government
obligations tend to be about the same.

The gain over the immediate-future years and the small possible
long-run advantage of the new interest basis are reflected in the cost
estimates for the bill by using a level interest rate of 3.02 percent
for the level-premium ca{;ulations. This rate is the overall equivalent
of the varying interest rates, developed on a year-by-year basis, used
in the development of the progress of the trust funds. These varying
interest rates have been estimated from the existing maturity schedule
of special issues and from assumed average market rates on long-term
Government obligations, running from tioir present level of about 4

ercent down to about 3 percent ultimately. The interest rate used
in the cost estimates for the 1958 act was 3 percent (except that in
developing the progress of the trust funds, a slightly lower rate was
used for the first few years).

Table 1 has shown that the bill would increase the lack of actuarial
balance of the old-age and survivors insurance system, from .20
percent of payroll to 0.44 percent of payroll. The disability insur-
ance system would have a lack of actuarial balance of 0.06 percent of
payroll under the bill, as compared with the 0.15 percent actuarial
surplus under the provisions of the 1958 act.  The effeet of the bill on
the combined old-age, survivors, and disability insurance system would
be an actuarial deficit of 0.50 percent of payroll. I the cost esti-
mates had been based on a higher interest rate than 3.02 percent
(which is somewhat above the current level being earned by the trust
funds although considerably below the prevailing market rate of
interest on long-term Government obligations), the lack of actuarial
balance would have been considerably less than 0.50 pereent of pay-
roll. In fact, if an interest rate of 31 percent had been hypothesized,
the cost estimates would show an actuarial deficit of 0.28 percent of
payroll).

Table 2 traces through the change in the actuarial balance of the
system from its situation under the 1958 act, according to the latest
estimate, to that under the bill, by type of the major changes proposed.
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TABLE 2.,—Changes in estimated level-premium cost of benefit payments as percentage
of tazable payroll, by type of change, intermediate-cost estimate, 1968 act and 1960

commiltec-approved bill

[Percent]
Old-age and | Disability
Item survivors insurance
insurance

Lack of balance (—) or surplus () under 1958 aet . ___________ . ___._.___ —(.20 +0.15
Elimination of age 50 requirement for disability benefits. oo -, 20
Other disability benefit ehanges ' e —.01
Increase in child survivor benefits. ... — 02 |
Increase in oxom})t amount in retirement test Lo $1,800.. ... _._..... — 19 | o_
Reduction in retivement age for men (to 62) 2 ... ... 05 |
Improved yield of trust fund fnvestments. ... _____._.____. A 02 | .
Lack of balance (=) under bWl .. —. 44 —.06

! Elimination of 2d waiting perlod for recurrence of disability and liberalization of trial-work period.
2 'I'he increase in cost arises from the fact that, regardless of age at retirement, insured status and averago
monthly wage are determined at age 62, instead of at age 65.

It should be emphasized that in 1950 and in subsequent amend-
ments, the Congress did not recommend that the old-age and survivors
insurance system be financed by a high level tax rate in the future,
but rather recommended an increasing schedule, which, of necessity,
ultimately rises higher than the level-premium rate. Nonetheless,
this graded tax schedule will produce a considerable excess of income
over outgo for many years so that a sizable trust fund will develop,
although not as large as would arise under a level-premium tax rate.
This fund will be invested in Government securities (just as is also the
case for the trust funds of the civil service retirement, railroad retire-
ment, national service life insurance, and U.S. Government life-
insurance systems). The resulting interest income will help to bear
part of the higher benefit costs of the future.

The level-premium cost of the old-age and survivors insurance
benefits (without considering administrative expenses and the effect
of interest earnings on the existing trust fund) under the 1958 act,
according to the latest intermediate-cost estimate, is'about 8.5 percent
of payroll, and the corresponding figure for the bill is about 3.7 per-
cent of payroll.  Similarly, the corresponding figures for the disability
benefits are 0.35 percent for the 1958 act and 0.56 percent for tae bill.

Table 3 presents the benefit costs under the bill separately for each
of the various types of benefits.



46 SOCIAL SECURITY AMENDMENTS OF 1960

TABLE 3.—Estimated level-premium cost of benefit paymenis, administrative expenses,
and interest earnings on erxisting trust fund under committee-approved bill as
percentage of taxable payroll,t by type of benefit, intermediate-cost estimate at 3.02
percenl inlerest

[Percent)
Old-age and | Disability
Item survivors insurance
insurance
Primary henefits . e T 615 0.44
Wife’s beneflts. ... o e .61 .C5
Widow's benefits ... 1.25 )]
Parent's benefits. e .02 )
Child’s benefits. oo .45 .07
Mother's benefits. ..o e A1 (0
Lump-sum death payments._ ... . i 12 (?)
Total benefits. - eeceaaeas 8.71 . 56
Administrative expenses_.. _.._._.. .10 .02
Interest on existing trust fund 3 -, 19 —.02
Net total level-percentage cost 8.62 56

! Including adjustment to reflect the lower contribution rate for the self-employed as compared with the
combined employeremployee rate.

2 This type of benefit not payable under this program,

3 This item is tuken as an offset to the benefit and administrative expense costs.

The level-premium contribution rates equivalent to the graded
schedules in the 1958 act and in the bill may be computed in the same
manner as level-premium benefit costs. These are shown in table 1
for income and disbursements after 1959. Figures for the net actuarial
balances are also shown in table 1.

If the bill were to become law, old-age and survivors insurance
benefit disbursements for the calendar year 1960 would not be in-
creased significantly (by about $20 to $40 million) since the effective
date for tﬁe increased child survivor benefits is the third month after
the month of enactment, that for the reduction in the retirement age
for men is November 1960 (with first benefit payments being made in
December), and that for the liberalization of the retirement test is
January 1961 (other than in certain unusual cases). There would, of
course, be virtually no additional income during 1960 since the cover-
age extensions are generally effective on January 1, 1961,

In calendar year 1961, old-age and survivors insurance benefit dis-
bursements under the committee-approved bill would total about
$12.4 billion, or an increase of about $1.0 billion over present law and
of about $700 million over the House-approved bill. At the same
time, contribution income for old-age and survivors insurance for 1961
would amount to about $11.5 billion under the committee-approved
bill, the same as under present law. Thus, the excess of benefit outgo
over contribution income would be about $900 million under the
committee-approved bill, as compared with a corresponding figure of
$100 million under the House-approved bill and an excess of contribu-
tion income over benefit outgo of about $50 million under present law.
The old-age and survivors insurance trust fund, on the basis of this
estimate, would change by about this amount since the interest receipts
would approximately equal the outgo for administrative expenses and
for transfers to the railroad retirement account.

In 1962, old-age and survivors insurance benecfit disbursements
under the committee-approved bill would, according to the inter-
mediate-cost estimate, be $13.1 billion, or an increase of $1.1 billion
over the present law. At the same time, contribution income for
old-age and survivors insurance for 1962 would be $11.8 billion under
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the bill. Accordingly, in 1962, there would be an excess of benefit
outgo over contribution income of about $1.3 billion under the bill,
whereas under present law there would be a corresponding figure of
$200 million. Under the bill, the situation would reverse in 1963
(as a result of the scheduled increase in the tax rate), and there would
be an excess of contributions over benefit outgo of $150 million in 1963
and about $400 million in 1964.

Under the committee-approved bill, the old-age and survivors
insurance trust fund will thus decrease in 1961-62 from its size of $20.1
billion at the end of 1960, declining to $19.3 billion at the end of 1961
and to $17.9 billion at the end of 1962. At the end of 1963, however,
it is estimated to rise to $18.1 billion,

Estimates of the increased benefit expenditures under the com-
mittee-approved bill, in connection with lowering the minimum retire-
ment age for men from 65 to 62 and the corresponding actuarial
reduction in benefits, are very difficult to make because of the un-
certainty as to how many men will make use of this option. The
long-range cost cffects are, however, relatively negligible because of
the actuarial-reduction factors. Accordingly, even though benefit
disbursements would be increased in the early years of operation,
there would be corresponding offsetting reductions in later years.
(The provision for earlier retirement for men does, however, have a
small cost effect since, as a result, the determination of fully insured
status and the computation of average monthly wage for benefit
purposes arc based on a period that is 3 years shorter—namely, only
up to age 62 instead of to age 65 as under present law.)

The cost estimates discussed previously include a rather conserva-
tive assumption in regard to the number of men who may elect the
carly retirement provision. Accordingly, it is possible that the benefit
outgo in 1961 and the next few succeeding years may not be as high
as previously stated. In other words, it is possible that these esti-
mates of benefit disbursements are $200 to $400 million on the high
side. If this is the case, then the decreases in the trust fund would %e
somewhat smaller than as indicated previously so that the fund at
the end of 1962 might be as much as $18.5 billion, but still less than
the $20.1 billion at the end of 1960.

As to the disability insurance system, benefit disbursements for the
calendar year 1960 would be increased under both the House-approved
and the committee-approved bills by about $20 million since the
elimination of the age-50 limitation would be effective for benefits for
the second month atter the month of enactment. There would be vir-
tually no additional contribution income to the trust fund during the
year. In calendar year 1961, such benefit disbursements under the
bill would total ebout $800 million, or an increase of about $200 mil-
lion over present law, Nonetheless, in 1961 there would be an excess
of contribution income over benefit outgo of about $240 million.
Similarly, in 1962 and the years immediately following, contribution
income would be well in excess of benefit outgo.

Table 4 gives the estimated operation of the old-age and survivors
insurance trust fund under the committee-approved bill for the long-
range future, based on the intermediate-cost estimate. It will, of
course, be recognized that the figures for the next two or three decades
are the most reliable (under the assumption of level-earnings trends in
the future) since the populations concerned—both covered workers
and beneficiaries—are already born. As the estimates proceed fur-
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ther into the future, there is, of course, much more uncertainty—if
for no reason other than the relative difficulty in predicting future
birth trends-—but it is desirable and necessary nonetheless to consider
these long-range possibilities under a social-insurance program that is
intended to operate in perpetuity.

TaBLE 4.—Progress of old-age and survivors insurance trust fund under commiliee-
approved bill, high-employment assumptions, intermediale cost estimate at 3.02

percent inlerest !
{In millions]

Railroad
Adinin- | retire-
Calendar year Contri- | Benefit | tstrative ment Interest | Balunce
butions [payments| expenses | financial [ on fund 1 | in fund 3
inter-
change 2
Actual data:
DL N $3, 367 $1,885 $81 . $417 $15, 540
1002 e 3,819 2,194 88 . 365 17, 442
1058 . . e e 3,945 3, 006 88 | 414 18, 707
D 5, 103 3,670 02 0 . .. 468 20, 676
1855, e 5 713 4,968 19 . 461 21, 663
1966 . o eeiaees 6,172 5,718 182 [ . 531 22,519
1087 . 6, 825 7, 347 162 | 557 22, 393
1058 el 7, 566 8, 327 1104 -$121 5490 21, 864
1989 el 8,052 9, 842 184 —275 526 20, 141
Estimated data (short-range estimate):
1060 e 10,747 10, 756 202 —308 504 20,125
106) e 11, 486 12, 363 230 —270 500 14, 254
1962 - 11, 798 13, 144 221 —250) 487 17, 916
1968 - 13, 882 13, 726 223 —270 431 18, 060
1964 .. 14, 6OY 14, 217 225 —265 512 18,474
1965, - . e 14, 925 14, 601 229 —250 555 18,874
Estimated data (long-range estimate):
070 i 20, 006 16, 608 245 ~160 1,132 36, 214
1975 i 21,673 19, 555 2060 —~01 1,598 a4, 699
1980 - o oo 23,327 22,018 270 1 2,010 08, 702
2000, e 31,477 31, 467 356 86 2,022 99, 562
2020, L. 38, 201 43,073 450 86 4,047 166, 163

1 An interost rate of 3.02 percent is used in determining the level-premium costs, but in developing the
progress of the trust fund a varying rate in the early years has been used, which is equivalent to such fixed
rate.

1 A positive figure indicates payment to the trust fund from the railroad retirement account, and a nega-
tive figure indicates the reverse. Interest payinent adjustments between the 2 systems are included in the
“Interest’ column.

3 Not inchiling amounts in the railroad retirement account to the credit of the old-age and survivors in-
surance trust fund.  In millions of dollars, these amounted to $377 for 1953, $284 for 1954, $163 for 1955, $60 for
1956, and nothing for 1957 and thereafter.

¢ These ficures are artificlally high beeause of the method of reimbursements between this trust fund and
the disability insurance trust fund (and, likewise, the figure for 1959 is too low).

Nore.—Contributtons include relmbursement for additienal cost of noncontributory credit for military
service.

In every year after 1962 for the next 20 years, contribution
income is estimated to exceed old-age and survivors insurance benefit
disbursements. Even after the bonefit-outgo curve rises ahead of the
contribution-income curve, the trust fund will nonetheless continue
to increase because of the effect of interest earnings (which more than
meet the administrative expense disbursements and any financial
interchanges with the railroad retirement program). As a result, this
trust fund is estimated to grow steadily, reaching $36 billion in 1970,
$69 billion in 1980, and $100 billion at the end of this century. In
the very far distant future, namely, in about the year 2020, the trust
fund is estimated to reach a maximum of about $165 billion, and then
decrease. The old-age and survivors insurance trust fund would,
a,ccordin%1 to this estimate, not become exhausted until about a
century hence.

The disability insurance trust fund grows steadily for about the
next 10 years and then decreases slowly, according to the inter-
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mediate-cost estimate, as shown by table 5. - In 1970, it is shown as
being $3.4 billion, while in 1980, the corresponding figure is $2.4
billion, respectively. There is an excess of contribution income over
benefit disbursements for every year up to about 1966, and even
thereafter the trust fund continues to grow because of its interest
earnings. This trust fund is shown to decline after 1970, which is to
be expected since the level-premium cost of the disability benefits
according to the intermediate-cost estimate is slightly higher than
the level-premium income, 0.50 percent of payroll. As the experience
develops, it will be necessary to study it very carefully to determine
whether the actuarial cost factors used are appropriate or if the
financing basis needs to be modified. The use of slightly less conserva-
tive cost factors would result in the cost estimates for the disability
insurance system probably showing it to be completely in actuarial
balance, with a trust fund that would grow steadily and level off
rather than declining. .

TaBvLE 5.—Progress of disability insurance trust fund under commitice-approved bill,
high-employment assumptions, intermediate-cost estimale at 3.02 percent interest !

{In millions)

Contribu- Benefit Adminis- | Interest on | Balanee in
Calendar year tions payments trative fund ! fund
expenses
Actual data
1057 57002 $37 283 $7 $49
| AU ) TR D66 249 212 25 1,379
1060, ... &91 457 50 41 . 1,825
Estimated data (short-range estimate)
TO00 - e $1,012 $570 $44 $53 $2,276
TO0E - - e 1,040 802 52 65 2,527
TOB e eeeemeeas 1,066 §64 51 76 2,754
37 U 1,092 024 53 88 2,957
KT PN 1,126 078 55 98 3,148
JO65 e 1,154 1,029 57 107 3,323
Estimated data (long-range estimate)
070 . e $1,177 $1,220 $53 $11t %3, 354
YOy S e 1,275 1,401 58 95 3,108
FOR0 . e e i 1,372 1, 550 62 75 2, 438
Q000 ... s 1,852 2,048 80 ® ®
Q020 .« e 2,252 2,701 108 3) ©]

UAn interest rate of 3.02 pereent is nsed in determining the level-premium costs, but in developing the
progress of the trust fund a varyving rate in the early years has been used, which is equivalent to such fixed
rate.,

2 Phese figures are artificially low heeauge of the methed of reimbursements hetween this trust fund and the
old-age and survivors insurance trust fund (and, likewise, the figure for 1959 is too high).

3 Fund exhausted in 1993,

NotE.—-Contributions include reimbursement for additional cost of noncontributory credit for military
service and transfers to or from the railroad retirement account under the finaneial interchange provisions
of the Railroad Retirement Act.

(8) Results of cost estimates on range basis

Table 6 shows the estimated operations of the old-age and survivors
insurance trust fund for the low- and high-cost estimates, while table 7
gives corresponding figures for the disability insurance trust fund.
Under the low-cost estimate, the old-age and survivors insurance
trust fund builds up quite rapidly and in the year 2000 is shown as
being about $220 billion and is then growing at a rate of about $11
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billion a year. Likewise, the disability insurance trust fund grows
steadily under the low-cost estimate, reaching about $10 billion in
1980 and $26 billion in the year 2000, at which time its annual rate
of growth is about $1 billion., For both trust funds, under these
estimates, after 1962, benefit disbursements do not exceed contribu-
tion income in any year in the foreseeable future.

TarLs 6.—Estimated progress of old-age and survivors insurance trust fund under
commiltee-approved bill, high-employment assumplions, low- and high-cost

estimates
[In millions)

Railroad

Contribu- | Benefit Adminis- | retirement | Interest | Balance in

Calendar year tions payments trative financial on fund fund
expenses inter-
change !

Low-cost estimate

1070 $20, 061 $16, 268 $230 —$100 $1, 262 $140, 451
1976, i 21,873 19,075 240 —41 1,836 63, 092
1980. ool 23, 821 21,706 259 126 2, 466 85,116
2000, « e e e ceecciaas 34, 065 28, 633 332 126 6,313 217,955

IIigh-cost estimate

$19, 951 $16, 951 $267 -$220 $1,003 $32, 037

21,474 20,100 28) ~141 1,357 46, 166
22, 833 23, 527 200 —39 1, 552 52, 446
28, 888 34,302 379 46 ® @

t A positive figure indicates payment to the trust tund from the railroad retirement accoint, and a negative
figure indicates the reverse,
? Fund exhausted in 1997.

N?TE.—Contributions include reimbursement for additional cost of noncontributory credit for military
service.

TABLE 7.— Estimated progress of disabilily insurance trust fund under committce-
approved bill, high-employment assumptions, low- and high-cost estimales

[In millions)

Contribu- Benefit Adminis- Interest Balance
Calendar year tions payments trative on fund in fund
expenses

Low-cost estimate

1070, e i $1,180 $034 $61 $180 $5, 622
1976 e 1,287 1,049 55 223 7, 599
1980 . oo e 1,401 1,160 58 285 9, 805
2000 e e 2,004 1,573 78 743 25, 537

High-cost estimate

$1,174 $1, 525 $55 $10 $1, 028
1,263 1,752 62 (O] )
1,343 1,943 66 ") 1
1,699 2,522 82 Q) ")

! Fund exhausted in 1973,

Nortr.—~Contributions Inctude reimbursement for additional cost of noncontributory credit for military
service and transfers to or fromn the railroad retirement account under the finuncial interchange provisions
of the Railroad Retirement Act, . -
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On the other hand, under the high-cost estimate, the old-age and
survivors insurance trust fund builds up to a maximum of about
$55 billion in about 20 to 25 years, but decreases thereafter until it is
exhausted in 1997. Under this estimate, benefit disbursements from
the old-age and survivors insurance trust fund are less than contribu-
tion income during all years after 1962 and before about 1978.

As to the disability insurance trust fund, under the high-cost
estimate, in the early years of operation the contribution income is
about the same as the benefit outgo. Accordingly, the disability
insurance trust fund, as shown by this estimate, would be about $2.5
billion during 1961-64 and would then slowly decrease until being
exhausted in 1973.

The foregoing results are consistent and reasonable, since the system
on an intermediate-cost-estimate basis is intended to be approximately
self-supporting, as indicated previously. Accordingly, a low-cost
estimate should show that the system 1s more than self-supporting,
whereas a high-cost estimate should show that a deficiency would arise
later on. In actual practice, under the philosophy in the 1950 and
subsequent acts, as set forth in the committee reports therefor,
the tax schedule would be adjusted in future years so that none of the
developments of the trust funds shown in tables 6 and 7 would ever
eventuate. Thus, if experience followed the low-cost estimate, and if
the benefit provisions were not changed, the contribution rates would
probably be adjusted downward—or perhaps would not be increased
in future years according to schedule. On the other hand, if the
experience followed the high-cost estimate, the contribution rates
would have to be raised above those scheduled. At any rate, the
high-cost estimate does indicate that, under the tax schedule adopted,
there would be ample funds to meet benefit disbursements for several
decades, even under relatively high-cost experience.

Table 8 shows the estimated costs of the old-age and survivors
insurance benefits and of the disability insurance benefits under the
bill as a percentage of payroll through the year 2050 and also the
level-premium cost of the two programs for the low-, high-, and in-
termediate-cost estimates (as was previously shown in tables 1 and 3
for the intermediate-cost estimate),
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TasLe 8.—FEstimated cost of benefits of old-age, survivors, and disabilily insurance
system as percent of payroll,) under commiliee-approved bill

{In percent}

Low-cost High-cost Iutermedi-
Calendar year estimnte estimate ate-cost esti-
mate 2

Old-age and survivors insurance benefits

6.89 7.22 7.00

7.75 8.70 8.24

7. 94 0,99 8.91

7.14 10.09 8. 50

£ S 8.02 13,22 10. 18
2050 - e e eenemeicammmeaaaan 10,11 15. 06 12.02
Level-premium cost 3 o oo 7.61 0.85 8.62

Disability insurance beneflts

1070, e e eee—aane 0.40 0.65 0,52
1980 s e e meeamemammaan A1 W72 .60
1000 . e meeme—ieaa .39 .71 .54
) - e e e ea e m—m e .39 .74 .65
2025 e e m e e e e mmmammamann .45 .82 .60
2080 e ceed e ccdicamamman- .49 .85 B3
Level-premium cost 3. o . o ee e aaaaaaes .42 .13 .56

1 Taking into account lower contribution rate for the self-cmployed, as compared with combined employer-
employee rate.

2 Based on the average of the dollar costs under the low-cost and high-cost estimates.

3 Level-premium contribution rate, at 3.02 percent interest rate, for benefits after 1959, taking into account
interest on the Dec. 31, 1959, trust fund, future administrative expenses, and the lower contribution rates
payable by the self-enaployed.

VI. Aip 1o 1mur Brinp Proaram or Pusrnic AssisTanNce

1. Ixemption of earned income

The committee was impressed with the evidence presented during
its hearings that people receiving assistance through aid-to-the-blind
programs desire an increase in the present earnings exemption so that
they will have a greater opportunity to work toward self-support.
Accordingly, the committee added to the House bill a provision which
liberalizes this provision of present law by providing that the first
$1,000 of carnings in a year would be disregarded, and then half of
all subsequent carnings in the year would also be disregarded. This
exemption would be optional with the States beginning with the
calendar quarter that starts after the date of enactment and would
be compulsory beginning July 1, 1961.
2. Extenston of time with respect to Missoury and Pennsylvania

Special legislation providing for the approval of certain State plans
under title X that do not meet the requirements of section 1002(a)(8)
of the Social Sccurity Act would expire June 30, 1961. Your com-
mittee has concluded that this temporary provision should be ex-
tended. Tt has incorporated in the bill an extension to June 30, 1964.
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VII. MarerNAL AND CHILD HEALTH AND WELFARE PROVISIONS

The committee’s bill would—

1. Increase the amounts authorized to be appropriated for
maternal and child health services, crippled chiFdl;‘en’s services,
and child welfare services under title V of the Social Security Act;

2. Improve the maternal and child health and crippled child-
ren’s provisions of the present law by providing that grants may
be made to public or other nonprofit institutions of higher
leaa‘ning for special projects of regional or national significance;
an

3. Encourage experimentation and research directed toward
new or improved methods in child welfare, through providing that
grants may be made for research and demonstration projects
in the field of child welfare.

The committee has reviewed developments in the three programs
under title V of the Social Security Act, namely, maternal and child
hoalth services, crippled children’s services, and child welfare services.
The continued high birth rate and the increase in the child population,
the rising costs of providing services, and the inequality of distribution
of the basic child health and child welfare services indicate, in the
judgment of your committee, the desirability of further expansion of
all three of these programs.

The committee is recommending an increase in the amounts
zfl.ultfhorized for annual appropriation for each of these programs as
ollows:

Current Recommended
authorization { authorization

Maternal and ¢hild health services §21, 500, 000 $25, 000, 000
Crippled children’s services ... ... 20, 000, 00 25, 200, 000
Child welfare services. o oo ..___. 17, 000, 000 25, 000, 000

The House bill provided an increase in the authorization for child
welfare services to $20 million. But the committee believes that the
$25 million figure is fully justified.

The committee’s attention has been called to large areas of unmet
needs in child welfare services. Half of the Nation’s counties do not
have any services from a public child welfare worker. While the
number of children served has risen steadily, the rise has not kept
pace with the growth in the child population. In fact the trend in
the rate of children served by public welfare service agencies has been
downward in recent years.

Many serious problems are being referred to public welfare agencies
today such as increasing numbers of children neglected or abused by
their parents, children of unmarried mothers and mentally retarded
children. Legislation in previous years made more funds available
for health services for mentally retarded children. These have been
used mainly for dingnostic and evaluative services. The need is now
apparent for followup or other child welfare services to meet the special
needs of these mentally retarded children. The increase of the Fed-
eral funds from $20 to $25 million would assure services to more coun-
tics by providing for more child welfare workers and equipping these
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workers through special training to provide better services for these
mentally retarded children.

Not to exceed 25 percent of the amounts appropriated under
section 502(b) and section 512(b) are currently reserved each year for
special Yroject, ants to State agencies administering grants for
maternal and child health and crippled children’s services. While the
present statute does not permit making grants directly to institutions
of higher learning, State agencies are in some instances contracting
with them for special projects. In order to simplify and improve
the present procedures the committee’s bill authorizes making such
grants directly to public and nonprofit institutions of higher learning
as well as to the State agencies, on such conditions as the Secretary
finds necessary for carrying out the purposes of the grants.

The committee has considered the report of the Advisory Council
on Child Welfare Services, submitted pursusnt to the Social Security
Amendments of 1958. One of the recommendations made by the
Council was that—

Federal legislation provide for grants to research organiza-
tions, institutions of higher learning, and public and volun-
tary social agencies for demonstration and research projects
in child welfare.

The committee believes that grants for these projects would
encourage discovery of the fundamental factors that contribute to
the incidence of family disruption, neglect, and emotional instability
of children. These grants would also stimulate experimentation and
research focused on new and improved methods for child welfare
programs, and give direction to the effective use of public and volun-
tary agency resources. Effective demonstration of improved pro-
gram methods will help States to strengthen their child welfare
programs in ways most suited to the changing needs of today’s
society.

Accordingly, the bill reported provides for a new section under the
child welfare provisions of the act which would permit implementa-
tion of the recommendation of the Advisory Council on Child Welfare
Services through avthorizing grants for special research or demonstra-
tion projects m the field of child welfare which are of regional or
national significance and for special projects for the demonstration
of new methods or facilities which show promise of substantial con-
tribution to the advancement of child welfare.

VIII. Tag UNEMPLOYMENT COMPENSATION PROGRAM
A. PURPOSE AND SUMMARY

The House bill contained a number of amendments affecting the
Federal-State program of employment security. These included: .
(1) a raise in the Federal unemployment tax rate from 3.0 percent
to 3.1 pereent; (2) provisions governing financing of the administrative
expenses of the Federal-State employment security program; (3) im-
provements in the operation of the Federal unemployment account
(George-Reed loan fund) by tightening the conditions pertaining to
eligibility for and rcpayment of advances to States with depleted
reserve accounts; (4) extension of coverage of the unemployment
compensation program to several groups of workers; and (5) treating
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Puerto Rico as a State for the purposes of the unemployment com-
pensation prograin,

The committee’s bill adopts only one of these changes—the one
relating to eligibility for and repayment of advances. In addition,
the committee’s bill provides for a larger “George-Reed’”’ loan fund by
increasing the amount authorized to be built up in the Federal unem-
ployment account from $200 million to $500 million.

The committee does not believe that the unemployment tax needs
to be increased at the present time. It is anticipated that a continu-
ally rising level of covered employinent will provide sufficient revenue
to pay for administrative expenses and to build up the loan fund to
the amount authorized by the committee’s bill. Moreover, if a rise
in the level of covered payroll sufficient to accomplish these purposes
fuils to materialize, the Congress will reconvene in a few months and
will have an opportunity to conduct a more thorough examination
concerning the adequacy of unemployment tax revenues and take any
steps thought necessary at that time.

The committee did not approve of the remaining provisions of the
House bill because during the limited time afforded the committee to
consider the bill as a whole we did not feel we had sufficient time,
nor was any testimony received, concerning the amendments relating
to administrative financing, extending coverage to new groups of
workers, and incorporating Puerto Rico into the unemployment com-
pensation system. These changes raise many complicated problems
which should be studied more thoroughly than the committee was
able to in considering the present bill.

B. GENERAL EXPLANATION

1. Increase in the loan fund

Under present law, any excess of Federal unemployment tax
receipts over administrative expenses is allocated to the Federal
unemployment account to bring it up to $200 million in cash, but
repayments of advances by the States can increase the account to an
amount over $200 million. After the Federal unemployment account
is built up to its statutory limit any remaining excess Federal unem-
ployment tax receipts are distributed to the State accounts in pro-
portion to their respective covered payrolls.

The committee’s bill would raise the statutory limit of the Federal
unemployment account from $200 to $500 million. The bill also
provides that if at the time a distribution of excess Federal unem-
ployment taxes is made to the State accounts a State has outstanding
advances under title XII, that State’s share of the excess funds will
first be used to reduce these outstanding advances.

2. Eligibility for and repayment of advances :

The bill amends title XII of the Social Security Act, the title that
provides for advances to State unemployment funds. Under present
law a State may apply for an advance if its reserve at the end of a
calendar quarter is less than the total compensation paid out during
the preceding four quarters. The committee found that this was not
a sufficient test of a State’s need for additional funds. Two States
were eligible for and received advances under the present law which
they have never used.
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The bill, therefore, permits a State’s eligibility for advances to be
determined at any time. Advances will be made in amounts which
the Secretary of Labor estimates will be required to pay com-
pensation during the current or following month, after taking into
account available reserves and income to be received during the month
in the State unemployment fund. In making such estimates, the
Secretary may include an additional amount to cover unexpected
contingencies such as decreases in tax receipts due to delinquencies,
increases in benefit payments due to unusual weather conditions or
an unannounced layoff by a large firm, or other factors, The aggre-
gate amount that the Secretary of Labor may certify in any month
may not exceed the amount in the Federal unemployment account.

Advances made to a State before enactment of your committee’s
bill will, in general, be repaid under the present provisions of law.
Also, any State that has not received the full amount certified by the
Secretary of Labor to the Secretary of the Treasury before enact-
ment of the committee’s bill may, through its Governor, request the
Secretary of the Treasury to transfer to the State’s account all or
part of the remainder of such amount. Upon receipt of such a
request the Secretary of the Treasury shall transfer the amount
requested or so much of such amount as is available at the time of
the transfer. No such amount will be transferred, however, after the
1-year period beginning on the date of the enactment of your com-
mittee’s bill. The present provisions for repayment will apply to any
amount so transferred to a State.

Advances made to a Staic after the enactment of your committee’s
bill, if not repaid by the State within the specified period of time, will
be repaid under newly added provisions to the section providing for
repayment of an advance through reduction in employers’ credits
against the Federal unemployment tax. Reductions in credit to repay
an advance after the enactment of your committee’s bill will be made
with respect to the taxable year beginning with the second January 1
after the advance is made (rather than as now the fourth January 1).
The reduction in credit will also be at a rate double that now provided.
Thus, for the taxable year beginning with the second January after
an advance is made, tKe credit will be reduced by 10 percent. For
the following taxable year the credit will be reduced by 20 percent,
and so on. The committee believes that these changes are desirable.
Economic indexes since World War II show that recessions have not
lasted more than about 1}¢ years. Thus, earlier repayment is eco-
nomically feasible. Such indexes also show that recessions have re-
curred at approximately 4-year intervals. Thus, under the present
law, the repayment of advances through reduction in tax credits might
commence during the recession following that in which an advance is
made. The increased rate of repayment proposed will result generall
in the repayment of an advance before another recession occurs. It
will also replenish the Federal unemployment account so that subse-
quent requests for advances can be financed without the necessity of
securing advances from general funds for this purpose.

In the case of the third and fourth consecutive taxable year for
which there has been an outstanding balance of advances as of Janu-
ary 1, if the State has (for the calendar year preceding such taxable
year) collected as contributions from employers on remuneration
subject to the State law less than an amount equel to 2.7 percent of
the total remuneration subject to contributions under the State law
(aa datarminad hv the Stata by April 30 of the taxable vear, using a
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March 31 cutoff date), the tax credit against the Federal tax due on
wages paid in such taxable year will be further reduced by the amount
(rounded to the nearest 0.1 percent) by which the average employer
contribution rate is less than 2.7 percent.

In the case of the fifth and succeeding consecutive taxable years for
which there has been an outstanding balance of advances as of Janu-
ary 1, if the State has collected (for the calendar year immediately
preceding the taxable year) in employer taxes less than an amount
equal to one-fifth of the aggregate benefits paid in the first 5 of the
last 6 years preceding the taxable year (as determined by the State by
the following April 30, using a March 31 cutoff date) or an amount
equal to 2.7 percent of the State taxable remuneration (for the calen-
dar year immediately preceding the taxable year), whichever is higher,
then the tax credit against the Federal tax will be further reduced.
The reduction will be a rate, rounded to the nearest 0.1 percent, which,
when applied to the State’s taxable wages for such immediately pre-
ceding calendar year, would have produced the revenue necessary to
make up the difference between the contributions actually paid and
the average benefit cost rate (or 2.7 percent if higher). In deter-
mining the amount collected by the State, employee contributions
may be included, if employer contributions average 2.7 percent or
more.

The committee believes that these provisions will encourage a State
that has an outstanding balance of advances to so increase its contri-
bution rates that these further tax credit reductions will not become
applicable. Such increased rates should strengthen the State’s benefit
finanecing so that its need for further advances would be minimized.

IX. SECTION-BY-SECTION ANALYSIS

The first section of the bill contains a short title (the “Social Secu-
rity Amendments of 1960”) and a table of contents. The remainder
of the bill is divided into seven titles as follows:

Title I—Coverage.

Title II~—Eligib§ity for benefits.

Title IIT—Benefit amounts.

Tifble IV—Disability insurance benefits and the disability
reeze.

Title V—Employment sccurity.

Title VI-——Medical services for the aged.

Title V1I— Miscellancous.

TITLE I—COVERAGE
BECTION 101, EXTENSION OF TIME FOR MINISTERS 'TO ELECT COVERAGE

Additional period for filing certificate .

Section 101(a) of the bill amends clause (B) of section 1402 (e) (2)
of the Internal Revenue Code of 1954 to provide an additional period
(somewhat less than 2 years from the date of enactment of the bill)
within which certain ministers, members of religious orders (other
than persons who have taken a vow of poverty as members of such an
order), and Christian Science practitioners may file a certificate elect-
ing to be covered under title II of the Social Security Act. Under
present law, any member of one of these professions who has had net
earnings from self-employment of $400 or more, any part of which was
derived from services in such profession, in two or more taxable years
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beginning after 1954, but who failed to file a certificate within the time
prescribed by the present section 1402(e) (2;, no longer has an oppor-
tunity to elect the coverage. Under the bill, every such individual is
afforded a further opportunity to make the election. Such election
may be made by filing a certificate on or before the due date of the re-
turn ( including any extension thereof) for the individual’s second
taxable year ending after 1959 (generally April 15, 1962).

I ffective date of certificate

Section 101 (b) of the bill amends section 1402 (e) (3) of the Internal
Revenue Code of 1954 to eliminate those portions of it which have
ceased to have any effect and by redesignating paragraph (3) to (3)(A)
and adding a new subparagraph (B). As amended by section 101(b)
of the bill, section 1402(e) (3) (A) continues to provide, to the same effect
asat present, thata certificate filed under section 1402 (e) of the code shall
be effective for the taxable year immediately preceding the earliest
taxable year for which, at the time the certificate is filed, the period
for filing a return (including any extension thercof) has not expired,
and for all succeeding taxable years. Thus, under present scction
1402(e)(3) and under section 1402(e)(3)(A) as amended by section
101(b) of the bill, where the taxable year is a calendar year and there
is no extension of time for the filing of the tax return, a certificate
filed on or before April 15 of the year following such taxable year is
effective for the 2 taxable years preceding the year in which the
certificate is filed, and for all years following such 2 taxable years.
If the certificate in such case is filed after April 15, it is effective only
for the immediately preceding taxable year and for all years there-
after. However, under the conditions prescribed in section 1402 (e) (5)
of the code, as added by section 101(c¢) of the bill (discussed below),
a certificate filed under section 1402(e) of the code by April 15, 1962,
may be made effective for years earlier than those for which the
certificate would be effective under the general rule stated in sec-
tion 1402(e)(3) (A).

The new subparagraph (B) would modify the general rule stated
in subparagraph (A) with respect to certain ministers who filed cer-
tificates before enactment of the amendment which were effective only
for taxable years ending after 1956. Under subparagraph (B) such
certificates will be effective for taxable years ending alter 1955 if such
individual files a supplemental certificate before April 15, 1962, il any
tax in respect of self-employment income for his first taxable year
after 1955 is paid on or before April 15, 1962, and any refund made
of any such tax which, but for the new subparagraph (B) would be
an overpayment, is repaid on or before April 15, 1962. Any such
tax which 1s paid or repaid for a year with respect to which the period
of limitation on assessment or collection has expired will not be re-
garded as an overpayment solely because such period has expired.
Optional provision for certain certificates filed on or before April

16,1962

Section 101(c) of the bill amends section 1402 (e) of the Internal
Revenue Code of 1954 by adding a new paragraph (5). Pursuant
to the new paragraph (5), any individual who has filed a timely re-
turn reporting earnings derived by him in any taxable year ending
after 1954 and before 1960 from the performance of service as a min-
ister, a member of a religious order (other than one who has taken
a vow of poverty as a member of such order), or a Christian Science
nractitionar_hut. who - does not_have self-employment coverage for
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the first year for which such a return was filed because a certificate
under section 1402 (e) is not in effect with respect to such year, may,
if he wishes, elect to have his self-employment coverage as a minis-
ter, member of a religious order, or Christian Science practitioner be-
gin with such first year. The election (which may be made by the
individual, by a fiduciary acting for him or his estate, or by any sur-
vivor who is or may become entitled to monthly benefits under title {1
of the Social Security Act on his earnings record) may be made in one
of two ways:

(1) 1f the individual has not filed a valid certificate on or
before the date of the enactment of the bill, he (or such fiduciary
or survivor) may file such o certificate and indicate thereon an
election to have the certificate made eflective for the first taxable
year ending after 1954 and before 1960 for which such individual
filed such a return, and for all succeeding taxable years.

(2) If the individual has filed a valid certificate on or before
the date of the enactment of the bill, he (or such fiduciary or
survivor) may file a supplemental certificate and indicate thereon
an election to have the certificate previously filed by such indi-
vidual made effective for the fivst taxable year ending after 1954
and before 1959 for which he filed such a return, and for all suc-
ceeding taxable years.

In either case, if the election is to be valid, it must be made on or
before April 15, 1962, and all self-employment tax (whether or not
attributable to earnings as a minister, member of a religious order, or
Christian Science practitioner) due for each taxable year for which
the certificate is effective under the new paragraph (5) (but would be
ineflective under par. (3)) must be paid on or before April 15, 1962,
Moreover, any such tax previously refunded as an overpayment be-
cause no valid certificate was then in effect with respect to the year
for which paid must be repaid to the United States, together with
the interest allowed on the refund, on or before such date. However,
any underpayment of the {ax which is attributable to an error made in
good faith will not invalidate an election which is otherwise valid.
Any such tax which is paid or repaid for a year with respect to which
the period of limitation on assessment or collection has expired will
not be regarded as an overpayment solely because such period has
expired. It should be noted that April 15, 1962, falls on a Sunday,
and section 7503 of the code provides that an act required to be per-
formed on a Saturday, Sunday, or legal holiday is timely if performed
on the next day which is not a Saturday, Sunday, or legal holiday.

Administrative provisions .
Pursuant to section 101(d) of the bill, no interest or penalty will be
imposed in respect of self-employment tax paid on or before April 15,
1962, on earnings derived from the performance of service as a
minister, member of a religious order, or Christian Science practitioner
for taxable years as to which a certificate is effective under the new
paragraph (5), or under the new subparagraph (B) of paragraph 3,
(but would not. be effective under the existing par. (3)) of section
1402(e). If such tax is not fully paid (except for underpayments
due to errors made in good faith) on or before April 15, 1962, the
question of interest does not arise since the certificate in such cases is
effective only for the taxable years preseribed in the existing para-
graph (3) and not for the earlier years prescribed in such paragraph (5)
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or such subparagraph (B). Howover, in the case of an underpayment
attributable to an error made in good faith, the additional tax due for
any such carlier year must he paid with interest aceruing from April 15,
1962, to the date of payment. Morcover, the statutory period for
assessing any such underpayment will expire not carlier than 3 years
from April 15, 1962,

Sections 101(c) and 101(d) of the bill are relief measures for the
benefit of ministers, members of religious orders, and Christian
Science practitioners who filed returns of sclf-employment tax on
their earnings as such for years with respect to which they have no
self-employment coverage because no certificate under section 1402 (e)
of the code is in effect for such years or whose certificates were not
made effective as carly as was permitted under the law in effect at
the time of filing. However, your committee does not intend that
the amendments made by such seetion 101(c¢) should be regarded as
invalidating the effeet of Revenue Ruling 57-139  (Cumulative
Bulletin 1957-1, p. 284) and Revenue Ruling 57-401 (Cumulative
Bulletin 1957-2, p. 604) on any certificate under section 1402(e) which
is filed on or before the date of the enactment of the bill.

Inclusion of earnings in social security records

Section 101(e) of the bill provides that the time limitation relating
to the inclusion of self-employment income in social security records
(sec. 205(c) (5) (I*) of the Social Security Act) shall not be appli-
cable to earnings derived in any taxable year ending before 1960
which constitute self-employment income solely by reason of the filing
of a certificate which is effective under section 1402(e) (3)(B) or (5).
I ffective dates

Section 101(f) of the bill provides that the amendments made by
section 101 of the bill shall be applicable only with respect to certifi-
cates (and supplemental certificates) filed after the date of the enact-
ment, of the bill. However, no monthly benefits under title IT of the
Social Security Act will be increased or payable by reason of such
amendments for any month earlier than the month after the month
of enactment of the bill and no lump-sum death payments under
that title in the case of deaths prior to the date of the enactment of the
bill will be payable or increased by reason of such amendments,

SECTION 102, STATE AND LOCAI, GOVERNMENTAL EMPLOYEES

Delegation by governor of certification functions

Under section 218(d) of the Social Security Act, the effectiveness
of certain actions by a State in seeking to secure coverage under the
old-age, survivors, and disability insurance program for employees in
positions covered by a State or local retirement system is contingent
upon certification by the Governor to the Secretary of Health, Educa-
tion, and Welfare as to the use of specified procedures relating to vot-
n i:)y the members of that system,

%aragraph (1) of section 102(a) of the bill amends section 218(d)
3) of the Social Security Act to provide that these certifications
?t}mt the referendum procedure has been conducted in accordance
with the requirements of that section) may be made by a person desig-
nated by the Governor, as well as by the Governor himself.

Paragraph (2) of section 102(a) amends section 218(d) (7) of
the act to provide that the certifications that the specified procedures
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required by that section have been followed (when coverage is extend-
ed without an additional referendum under the provisions of the act
permitting a retirement system to be divided, after a vote on the divi-
sion, into two divisions or parts for old-age, survivors, and disability
insurance purposes) may be made by a person designated by the Gov-
ernor as well as by the Governor himself.

Employees transferred from one retirement system to another

Paragraph (1) of section 102(b) of the bill amends the provisions
of the Social Security Act permitting retirement systems in specified
States to be divided into two divisions or parts for coverage purposes,
one division or part consisting of those desiring coverage and the
other consisting of those who do not (sec. 218(d) (6) (C) of the act).
This amendment deals with situations where individuals who are
members of one retirement system group and (under the divided
retirement system provision) have chosen not to be covered become
members of a different retirement system group by reason of action
taken by a political subdivision. It applies only where action under
the divided retirement system provision has also been taken to divide
the second retirement system group. The bill provides that such
individuals will continue to be exclucﬁ)ed from coverage, as members of
the division or part of the second retirement system group composed
of positions of members who do not desire such coverage, if (1) on
the day before they become members of such retirement system
group they were in the division or part of a retirement system
group composed of the positions of members who do not desire cov-
erage and if (2) the positions covered by both retirement system
groups are in reality part of a single retirement system which has,
under the provisions of section 218(d) (6) (A) of the act, been treated
as separate systems; under existing law they would be compulsorily
covered as “new” employees of the second group. (The provisions of
sec. 218(d) (6) (A) permit positions of employees of a political sub-
division or subdivisions or of the State which are covered by a single
retirement system to be split off and regarded as a separate system
(referred to in this discussion as a “retirement system group”) for
coverage purposes.)

Paragraph (2) provides that this amendment shall be effective for
transfers into a different retirement system group which occur on or
after the date of enactment. Also, upon a request of the Governor (or
other official designated by him for the purpose) filed with the Secre-
tary of Iealth, Education, and Welfare before July 1, 1961, the
amendment would apply to transfers which occur before the date of
enactment, but only with respect to wages paid on and after the date
on which the request is filed.

Letroactive coverage

Paragraph (1) of section 102(¢) of the bill amends section 218(f)
(1) of the Social Security Act to permit State and local coverage pro-
vided under an agreement or modification which is agreed to after
1959 to become effective with respect to services performed on and
after the first day of the fifth calendar year preceding the year in which
the agreement. or modification is approved, or on and after any later
date specified in the agreement or modification. (Par. (3) of this
section of the bill provides, howsever, that such an agreement or modi-
fication may not be effective earlier than January 1, 1956.) Under
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present law, State and local coverage (if agreed to after December 31,
1959) may be retroactive only to the first 3ay of the year in which an
agreement or modification is agreed to.

Paragraph (2) provides that where a retirement system is covered
as a single retirement system, without having been divided or treuted
as several retirement systems pursuant to section 218(d) (6) (A),
the State may, if it desires, divide the system into separate retiretent
systems with respect to the employees of any one or more of the politi-
cal subdivisions, or the employees of the State (or of the State and one
or more political subdivisions), for purposes of selecting the begin-
ning dates for coverage, so that a different beginning date (within
the limits discussed under par. (1)) could be selected for the em-
ployees in each of the groups into which the system is so divided.
Under present law, all persons in a retirement system which is not
separated for other reasons must be covered on the same date.

Paragraph (3) provides that the amendment made by paragraph
(1) shall apply in the case of any agreement or modification of an
agrcement wlllich is agreed to on or after January 1, 1960, except that
an agreement or modification which is agreed to before 1961 may not be
effective with respect to services performed before January 1, 1956,
Paragraph (3) also provides that the amendment made by paragraph
(2) shall apply in the case of any agreement or modification which is
agreed to on or after the date of enactment.

Policemen and firemen

Section 102(d) of the bill amends section 218(p) of the Social
Security Act to add the State of Virginia to the list of States in
which coverage under the old-age, survivors, and disability insurance
program is available (at the request of the State and subject to the
referendum requirements of sec. 218(d) (3)) to policemen and firemen
in positions covered under retirement systems.

Limitation on States’ liability for employer (and employee) contri-
butions in certain cases
Paragraph (1) of section 102(e) of the bill adds to section 218(e)
of the Social Security Act a new paragraph (2), permitting a social
security coverage agreement between the Secretary and a State to pro-
vide for treating the wages of an individual who is an employee both
of the State and a political subdivision or subdivisions, or of more than
one subdivision, as though paid to him by a single employer. This
provision is significant for purposes of determining whether employer
contributions are due on such an individual’s wages during a year in
excess of the maximum amount otherwise counted for old-age, sur-
vivors, and disability insurance purposes. The amendment provides
this treatment where the State bears the entire cost of the employer.
share of the contributions (that is, the amount referred to in sec.
218(e) of the act which is equivalent to the tax imposed by sec. 8111
of the Internal Revenue Code of 1954) and is not reimbursed by any
political subdivision. The provisions of the new paragraph would be
applicable only to the extent that the State complies with such regu-
lations as the Secretary may prescribe to carry out its purposes,
The provisions of this new paragraph could be made applicable

with vespect to wages paid after an effective date specified in the
agreement or modification but not before the first day of the third
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year before the year in which the agreement or modification is mailed
or by other means delivered to the Secretary; in no event could the
provisions of the new paragraph be made applicable to wages paid
prior to January 1, 1957,

Paragraph (2) of section 102(e) of the bill amends section 218(f)
of the act to make the general rules governing the retroactivity of
coverage agreement modifications inapplicable to modifications under
the new section 218(e) (2) described above.

Statute of limitations for State and local coverage

Section 102 (£) (1) of the bill adds four new subsections ((q), (r),
(s), and (t)) to section 218 of the Social Security Act. The new
subscction (q) provides a time limitation on the period within which
a State may be held liable by the Secretary of Health, lducation, and
- Welfare for amounts due under its social security coverage agrecment.
The new subsection (r) provides a time limitation on the period
within which a State may be allowed a credit (or refund) for amounts
which it has erroneously paid. The new subsections (s) and (t)
wovide a specific procedure under which the States can seck review
y the Secretary of determinations made by him, and judicial review
of such determinations when they result in the assessment of contri-
butions or the denial of a State’s claim for credit (or refund).

T'ime limitation on assessments.—Paragraph (1) of the new sub-
section (q) of section 218 provides that a State shall be liable for
contributions (and interest thereon) due under its coverage agreement
until the Secretary is satisfied that the amount due has been paid to
the Secretary of the Treasury.

Paragraph (2) of the new subsection (q) provides that, notwith-
standing paragraph (1) of the new subsection, a State shall not be
liable for contributions (or interest thereon) after the expiration of
the time limitation established by the paragraph unless an “assess-
ment” of the amount due is made by the Secretary before the expira-
tion of that time limitation. This time limitation would end with
whichever of the following periods expires the latest: 8 years, 8
months, and 15 days after the year in which the wages were paid or
after the year following the year in which this new subsection is
elnacted, or 3 years after the date on which the contributions became
due.

Paragraph (8) of the new subsection (q) provides that for purposes
of the subsection an “assessment” is made when a State is sent a notice
stating the amount of the contributions (or interest) due and the basis
for the determination.

Paragraph (4) of the new subsection (q) provides that an assess-
ment of an amount due shall be deemed to have been timely made even
though it is not made until after the expiration of the time limitation
(referred to in the new subsee. (q) (2)), in certain situations which
are described in subparagraphs (A), (B), and (C) of the paragraph.
Under subparagraph (A) the time limitation would be extended if,
before the expiration of the time limitation (or the time limitation
as extended ), the Seeretary and the State agree in writing to extend
the time limitation and if, subject to the conditions specified in the
agreement, the Secretary makes an assessment within the extended
period. Subparagraph (B) provides that where within the 865-day
period ending with the expiration of the time limitation (or the time
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limitation as extended), a State pays an amount which is less than the
correct amount of contributions due with respect to the wages paid
to individuals in any calendar quarters as members of a coverage
group, the time limitation relating to the individuals, calendar
quarters, and coverage group for which the contributions were paid
will not expire before the 365th day following the day on which such
contributions are paid. Under subparagraph (C), the time limitation
would be extended for an assessment with respect to wages which
are credited to the Secretary’s records under subparagraphs (A) and
(B) of section 205(c) (5? of the act, but only if the assessment is
made within the period during which such entry may be made pur-
suant to those subparagraphs of existing law. (Subpars. (A) and (B)
of sec. 205(c) (5) of the act permit creaiting of wages to an earnings
record after the expiration of the period for making earnings record
corrections, in situations where final action has not been taken on a
benefit application or earnings record discrepancy action which in-
volves such earnings record and the application or request for such
action is filed before the expiration of the correction period.)

Paragraph (5) of the new subsection (q) provides that a State will
be liable, after the expiration of the time limitation, for contribu-
tions that become due as a result of an allowance of a claim for credit,
if an assessment of such contributions is made at the time (or before)
the claim for credit is allowed. No interest would be charged in
these cases. This provision applies to situations where an allowance
of a claim for credit would reduce an individual’s wage credits for
a year to less than the maximum (presently $4,800 per year), thereby
opening the way to crediting other wages which were not previously
reported because of such maximum.

Paragraph (6) of the new subsection (q) authorizes the Secretary
to accept wage reports which are filed after the time limitation has
expired where the State pays the amount of contributions due with
respect to the wages so reported and agrees to be liable, until notified
by the Secretary of the acceptance of the report, for any additional
contributions which are due with respect to the coverage group and
calendar quarters for which the report is filed. No interest would
be charged in these cases.

Paragraph (7) of the new subsection (q) provides that a State
will be liable for contributions (and interest thereon) without regard
to the time limitation where there has been a fraudulent attempt by an
officer of the State or of a political subdivision to defeat or evade
payment of the contributions.

T'ime limitation on credits and refunds—Paragraph (1) of the new
subsection (r) of section 218 provides that no credit (or refund) for
an overpayment of contributions (or interest thereon) made by a
State with respect to anY wages paid an individual as a member of
a coverage group in a calendar quarter, may be allowed after the ex-
piration of the time limitation established by the paragraph unless a
claim for credit or refund is filed by the State before the time limita-
tion expires. The time limitation provided by the new subsection (r)
would end with whichever of the following periods expires the latest:
(A) 3 years, 3 months, and 15 days after the year in which the wages
were paid or after the year following the year in which this new
subsection is enacted, (B) 8 years after the due date for the payment
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which included the overpayment with respect to the wages paid the
individual as & member of the coverage group in the calendar quarter
involved, or (C) 2 years after the overpayment was made.

Paragraph (2{ of the new subsection (r) provides that a claim for
credit, (or refund) which is filed after the expiration of the time limi-
tation éreferred to in the new subsection (r) (1)) shall, nevertheless, be
deemed to have been filed before such expiration in the situations de-
scribed in subparagraphs (A) and (B) of the paragraph. Subpara-
graph (A) provides that a State and the Secretary could agree in
writing before such expiration to extend (or to further extend) the
time limitation for an agreed upon period, and that a claim for credit
or refund which is filed before the end of the extended period would,
subject to the conditions specified in the agreement, be deemed to have
been filed before the expirvation of the time limitation, Under sub-
paragraph (B), claims for credit or refund which relate to wages
which are deleted from the Secrefary’s records under subparagraph
(A), (B), or (IZ) of section 205(¢) (5) of the Social Security Aect
would ba deemed to have been filed before the expiration of the time
limitation. (Subpars. (A) and (B) of sec. 205(c) (5) of the act
permit the deletion of wage entries from an earnings record after the
expiration of the period for making earnings record corrections, in sit-
uations where final action has not been taken on a benefit application
or request for an earnings record discrepancy action involving such
earnings record, if such application or request was filed before the
expiration of that correction period. See. 205(c)(5) (I8) permits
the deletion of wage entries after the expiration of the correction
period where the entry is erroneous as the result of fraud.)

Review by the Secretary.—The new subsection (s) of section 218
provides that the Secretary shall review (and aflirm, modify, or
reverse) an assessment, the disallowance of a elaim for credit (or
refund), or the allowance of a credit (or refund), if a written request
for such a review is filed with him by a State within 90 days (or within
such further time as he may allow) after the day on which notification
is sent to such State of the assessment, disallowance, or allowance.
The State would be notified of the decision arising out of the Secre-
tary’s review and the basis for the decision.

Review by court—Paragraph (1) of the new subsection (t) of
section 218 provides that a State may file a civil action against the
Secretary, without regard to the amount in controversy, for a
redetermination of the correctness of an assessment, disaﬁowance,
or allowance with respect to which the Secretary has rendered a
decision pursuant to the new subsection (s) if the civil action is
filed within 2 years (or such further time as the Secretary may allow)
after the notification of the decision was mailed to the State. These
civil actions would be brought in the United States district court for
the judicial district in which the State capital is located. Where the
action is brought by an interstate instrumentality, however, it would be
commenced in the judicial distriet where the mmstrumentality’s prin-
cipal office is located. Actions under this new paragraph would sur-
vive notwithstanding any change in the person occupying the office
of the Secretary or any vacancy in that office. The judgment of the
court would be final except that it would be subject to review in the
same manner as judgments of district courts in other eivil actions.
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Paragraph (2) of the new subsection (t) provides that no interest
shall accrue, after final judgment Wwith respect to a State’s overpay-
ment, pursuant to section 2411 of title 28 of the United States Code,
This section of title 28 provides, in part, for the payment of interest
at the rate of 4 percent per annum from the date of a final judgment
rendered against the United States. '

Paragraph (8) of the new subsection (t) provides that the payment
of amounts due to a State pursuant to a {inal judgment rendered by a
district court in an action brought under the new subsection shall be
adjusted in accordance with the provisions of section 218 of the Social
Security Act and regnlations thereunder rather than section 2414 of
title 28 of the United States Code. This section of title 28 provides for
the payment by the General Accounting Office of (inal judgments
rendered against the United States, « :

Earnings record corrections—Section 102(f) (2) of the bill amends
subparagraph (F) of section 205(c) (5) of the act to authorize the
Secretary to add, change, or delete any entry of wages in his records
of an individual’s covered earnings after the expiration of the time
limitation which (under that section) is applicable to such addition,
change, or deletion, in order to conform his records to an assessment
or the allowance of a credit or refund pursuant to the new provisions
of section 218 of the act described above.

Effective date—Subparagraph (A) of section 102(f) (3) of the bill
provides that the eflective date of the new subsections (q), (r), (s), and
(t) of section 218 of the act shall be the first day of the second calendar
year after the year of enactment, '

Subparagraph (B) of section 102(f) (8) of the bill provides that
where the Secretary has notified the State of an underpayment, dis-
allowed a State’s claim for credit (or refund), or allowed a State a
credit (or refund) before this effective date, then the Secretary will be
deemed to have made an assessment, orv to have notified the State of the
disallowance or allowance on that date. The State could request the
Secretary to review these deemed assessments, disallowances, and
allowances without regard to the 90-day time limitation for request-
ing a review under the new subsection (s). However, these special
transitional provisions would not apply 'if the Secretavy actually

akes the assessment, or sends the State a followup notification of the
disallowance or allowance, within the appropriate time limitation
provided under the new subsections (q) and (r). In these cases, the
90-day period for requesting a review would begin with the day fol-
lowing the day on which the nssessment or followup notification is sent
to the State.

Municipal and county hospitals

Section 102(g) of the bill amends subparagraph (B) of section
218(d) (6) of the Social Security Act to provide that, where a hospital
is an integral part of a political subdivision of a State, positions of
employees of such hospital which are covered under a retirement sys-
tem together with the positions of other State or local employees may
be treated by the State as being under a separate retirement system
for purposes of coverage under old-age, survivors, and disability in-
surance. Subparagraph (IB) of section 218(d) (6) now provides for
the similar treatment of the positions of employees of institutions of
higher learning. :
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Validation of coverage for certain Mississippi teachers :
Section 102 (h) of the bill provides that, for Eurposes of section 218
of the Social Security Act, services performed by certain teachers and
other school employees in the State of Mississippi after February 28,
1951, and before October 1, 1959, shall be deemed to have been per-
formed by them as employees of the State. This provision has the
effect of validating old-age, survivors, and disability wage credits of
such teachers and other school employees for the period during which
they were reported as State employees although (as was subsequently
found) they were employees of political subdivisions of the State.

Justices of the peace and constables in the State of Nebraska

Section 102 (i) of the bill provides that the State of Nebraska may
modily its agreement made under scction 218 of the Social Security
Act so as to exclude services performed by justices of the peace or
constables, if they are compensated on a fee Emsis.( Such a modifica-
tion could be made effective for services performed after an effective
date specified in the modification, but not before the date of enact-

ment of the bill.

Teachers in the State of Maine

Section 102(j) of the bill amends seetion 316 of the Social Sceurity
Amendments of 1958 so as to extend from July 1, 1960 to July 1, 1961
the time during which the State of Maine may modifly its existing
agreement under scetion 218 of the Social Security Act to provide that
a retirement system covering positions of teachers and positions of
other employces will be a “separate retirement system’” for purposes
of scction 218 of the Social Security Act.

SECTIOM 103, EMPLOYEES OF NONPROFIT ORGANIZATIONS

Elimination of requirement that religious, charitable, ete., organiza-
tion may file waiver certificate only if two-thirds of its employees
concur

Section 103(a) of the bill amends section 8121(k) (1) (A) of the

Internal Revenue Code of 1954, relating to waivers of tax exemption

which may be filed by certain religious, charitable, etc., organizations.

Pursuant to present law, such an organization may file a certificate

electing to have old-age, survivors, and disability insurance coverage

extended to services performed in its employ only if two-thirds or more
of its employees concur in the filing of such certificate, and such cer-
tificate is accompanied by a list containing the signature, address, and
social security account number (if any) of each employee who con-
curs, Section 103 (a) of the bill eliminates the requirement that two-
thirds or more of such employees must concur before the certificate
can be filed, This amendment has the effect of permitting the organ-
ization to elect coverage in respect of all employees of the organiza-
tion hired after the quarter in which a certificate is filed by the or-
ganization even though less than two-thirds, or none, of the employees

I its employ in such quarter concur in the filing of the certificate.

As under present law, a list showing the names, addresses, and social

security account numbers of all concurring employees must accompany

the certificate, and, in general, only the services of those employees_

(if any) whose names appear on such list will be covered when the
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certificate takes effect. IHowever, the 24-month period prescribed
in present law for signing a supplemental list of concurring employ-
ees is continued, and employees who decline the coverage at the time
tho certificate is filed but later desire to have it may acquire such cov-
erage prospectively by signing a supplemental list within the pre-
scribed period. o

Section 103 (a) of the bill also amends section 3121 (k) (1) (E) of the
code, relating to the filing of waiver certificates by organizations some
of whose employees are in positions covered by a pension, annunity,
retirement, or similar fund or system established by a State or polit-
ical subdivision thereof and some of whose employees are not in such
positions. Under present law such organization must divide its em-
ployees who are in such positions and its employees who are not
in such positions into separate coverage groups, and a waiver certi-
ficate in respect of cither group may be filed only if two-thirds of the
employees in the group concur in the filing of the certificate. Section
103(a) of the bill eliminates the requirement that two-thirds or more
‘of the employees in such group must concur before a certificate can
bo filed in respect of such group. Under the amendment made by
section 103 (a), a certificate may ll))e filed in respect of either group, or
soparate certifientes may be filed in respect of each group, even
though less than two-thirds, or none, of the employees in the group
concur in the filing of the certificate,

Validation of remuneration erroneously reported as wages by non-
profit organizations

Section 103(b) of the bill relates to service performed after 1950
which is excepted from covered “employment” solely because the
service is performed for an organization, described In section 501
(¢) (3) of the Internal Kevenue Code of 1954 (or sec. 101(6) of the
Internal Revenue Code of 1939) and exempt from income tax, which
does not have u waiver certificate under section 3121 (k) of the Internal
Revenue Code of 1954 (or sec. 1426 (1) of the Internal Revenue Code
of 1939) in eflect with respect to such service. The service may be
excepted from employment because no such certificate was filed by
the organization or, if a certificate was filed, because the person
performing the service could acquire coverage only by signing the
list of employees concurring in the filing of the certificate and he
failed to doso. _

Scction 103(b) of the bill makes provision whereby the remunera-
tion paid by an organization to an individual before July 1, 1960,
for such service may be deemed to constitute remuneration for employ-
ment. for purpoeses of title IT of the Social Security Act, to the extent
that an amount has been paid before August 11, 1960, as taxes under
the Federal Insurance Contributions Act with respect to such re-
muneration. Such remuneration will be deemed to constitute re- |
muneration for employment for purposes of such title II if the follow-
ing conditions are met : '

(1) The person who performed the service (or a fiduciary acting
for him or his estate, or a survivor of such individual who is or may
become entitled to monthly benefits under title IT of the Social Se-
curity Act on his earnings record) makes a request, (in such form and
manner, and with such official as the Secretary of ITealth, Education,
and Welfare nay by regulations prescribe) that such remuneration
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be deemed to constitute remuneration for employment for purposes
of title IT of the Social Security Act. ,

(2) If any part of the amount paid as taxes before August 11,
1960, with respect to such remuneration paid to an individual is
credited or e unded, the amount credited or refunded, plus any
interest allowed, is repaid before January 1, 1963.

(3) A certificate under section 8121(k) of the Internal Revenue
Code of 1954 is filed by the organization not later than the date on
which the request is made, unless the organization has previously filed
a certificate under that section or section 1426(1) of the Internal
Revenue Code of 1939, or the organization no longer has any indi-
vidual in its employ for remuneration at the time the request is made.

}4) In the case of an organization which has filed a certificate on or
before the date on which the individual’s request is made, amounts
are paid as taxes with respect to some portion of the remuneration
paid by the organization to the in‘dividuaqurin g the 24-month period
following the calendar quarter in which the certificate is filed; if the
individual is in the employ of the organization at any time during such
24-month period.

Pursnant’ to section 103(b) (5) of the bill, an organization’s certifi-
cate is made applicable in the future to an individual if remuneration
paid by such organization to the individual before July 1, 1960, is
deemed, prirsuant to a request made under section 103 (b), to constitute
remuneration for employment, and if the individual performs service
in the employ of the organization on or after the date on which the
request is made. If the certificate is not effective with respect to
service performed by such individual before the first day of the
calendar quarter following the quarter in which the request is made,
the effect of paragraph (5) is to make the certificate applicable to
service performed by the individual on and after such first day.

After the date of enactment of the hill, section 103(b) will super-
sede provisions of section 403 (a) of the Social Security Amendments
of 1954 which permit certain remuneration paid for service performed
before 1957 to be deemed remuneration for employment. Section 403
(a) will continue to apply to requests made pursuant to such section
on or before the enactment of this bill, but not to requests made after
the date of enactment.

Remuneration erroncously reported as self-employment income by
certain employees of charitable, religious, eto., organizations

Section 103(c) (1) of the bill amends section 1402 of the Internal
Revenue Code of 1954 by adding a new subsection (g). Pursuant to
the new subsection (g), any individual who, for any taxable year end-
ing after 1954 and before 1962, erroneously reported as self-employ-
ment, income (and paid self-employment tax on) remuneration re-
ceived by him for services performed in the employ of an organiza-
tion which is exempt from income tax as an organization deseribed in
section 501(c¢) (8) may request (or a fiduciary acting for such indi-
vidual or for his estate, or a survivor of such individual who is or may
become entitled to monthly benefits under title II of the Social Secu-
rity Act on his wage record may request) that such remuneration
reported for such taxable year (other than remuneration for services
performed by the individual as a duly ordained, commissioned, or
licensed minister of a church or-as a member of a religious order) -
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be deemed to constitute net earnings from self-employment. The
request will be effective if— -
1) it is made after the date of enactment of the new section
1402(g) of the code and on or before April 15, 1962;
(2? the return on which the remuneration was reported was
timely filed; .
(3) a certificate under section 3121(k) of the code is filed by
the organization on or before the date the request is made; and
(4) no credit or refund of any part of the amount erroneously
paid for such taxable year as self-employment tax on such remu-
neration is obtained before the date on which the request is filed,
or, if obtained, is repaid on or before the date of the request;
but only to the extent that such remuneration was paid to the individ-
ual before the calendar quarter in which the request was filed (or,
in some cases, before the next calendar quarter), and no employment
tax under chapter 21 has been paid on such remuneration.

In any case where remuneration paid to an individual by a religious,
charitable, etc., organization is deemed to be net earnings from self-
employment by reason of a request filed pursuant to the new section
1402(g), the certificate filed by the organization, if it is not effective
with respect to services performed by the individual on or before the
first day of the calendar quarter in which the request is filed, shall be
effective with respect to services (if any) performed by the individual
for the organization on and after the first day of the next calendar
quarter, :

Section 103(c) (2) of the bill contains complementary provisions for
purposes of title II of the Social Security Act.

Effective dates .

Section 103(d) of the bill provides effective dates for the amend-
ments relating to employees of nonprofit organizations.

Paragraph (1) provides that the amendments made by subsection
(a) shall be effective with respect to certificates filed under section
8121 (k) (1) of the Internal Revenue Code of 1954 after the date of
the enactment of the bill.

Paragraph (2) provides that no monthly benefits shall be payable
or increased for the month of enactment or prior months by reason
- of the provisions of or amendments made by subsections (b) and (c),
relating to validation of remunecration erroncously reported as wages
by nonprofit organizations and as net carnings from self-employment
by certain employces of nonprofit organizations. No lump-sum death
payment under such title I1 would be payable or increased by reason
of such provisions or amendments in the case of any individual who
died prior to the date of enactment of the bill.

SECTION 104. AMERICAN CITIZEN EMPLOYEES OF FOREIGN GOVERNMENTS,

Self-employment coverage for benefit purposes

Section 211(c) (2) of the Social Security Act now provides three
exceptions to the general rule that services performed as an employee
are excluded from the definition of “trade or business,” and thus from
self-employment coverage. The effect of these exceptions is to include
the services excepted in the definition of “trade or business,” and thus.,
to extend self-employment coverage to such services, These services



SOCIAL SECURITY AMENDMENTS OF 1960 71

are (1) services performed by certain news vendors, (2) certain serv-
ices performed by an individual under share-farming arrangements,
and (3) servicss yerformed by an individual in the exercise of his
ministry or as u irember of a religious order. Section 104(a) of the
bill amends section 211(c) (2) so as to include a fourth category of
employee services in the term “trade or business.” The services thus
included under the amendment are those performed in the United
States (including the Virgin Islands and Pucrto Rico) by a citizen-of the
United States in the employ of a foreign government or in the employ
of an instrumentality wholly owned l%y a foreign government to the
extent that such services are excluded from “employment’”’ by section
210(a)(11) or 210(a)(12) of the Social Sccurity Act. In cffect, this
change extends self-employment coverage under title 1T of the Act
to such services.
Coverage for self-employment tax purposes

Section 104 (b) of the bill makes corresponding amendments to sec-
tion 1402(c)(2) of the Internal Revenue Code of 1954, The effect
of these amendments is to require that income derived by a United
States citizen from service performed in the United States (including
the Virgin Islands and Puerto Rico) as an employec of a foreign
government or an instrumentality wholly owned by a foreign govern-
ment, must be taken into account in determining liability for the
sell-employment tax, to the extent that such service-is excepted from
the definition of “employment” by section 3121(b)(11) or 3121(b)(12)
of the code.

Iiffective dates

Section 104(c) of the bill provides that the amendments niade by
section 104 with respect to services in the employ of foreign govern-
ments or instrumentalities wholly owned by foreign governments
shall be effective for taxable years ending on or after December 31,
1960. For purposcs of section 203(b) the Social Security Act, relating
to the “rétirement test” under the old-age, survivors, and disability
insurance program, carnings derived by an individual which are
covered as net carnings from sell-employment pursuant to the amend-
ments made by section 104 of the bill will be treated as “wages” for
taxable years beginning on or before the date of enactment of the.
bill, but as “net earnings from self-employment” for taxable ycars
beginning after the date of enactiment.

SECTION 105. DOMESTIC SERVICE AND CASUAL LABOR

Ezclusion of service performed by individual under 16

Scetion 105(a) of the bill amends section 210(a) of the Social
Sccurity Act by adding a new paragraph (18) to provide for the
exclusion from employment for purposes of old-age, survivors, and
disability insurance of service not in the course of the employer’s trade
or business, or domestic service in a private home of the employer,
performed i)y an individual under the age of 16. Under present law
such service is not excluded from employment and the definition of
wages determines whether remuneration for the employment is covered
by old-age, survivors, and disability insurance.
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Conforming . amendments in Internal Revenue Code of 196}

Section 105(b) (relating to the definition of employment) of the bill
makes conforming amendments in the Internal Revenue Code of 1954,

Effective dates ,

Section 105(c) of the bill provides that the amendments made by
subsecctions (a) and (b), relating to the definition of employment, are
effective with respect to service performed after 1960.

TITLE II—ELIGIBILITY FOR BENEFITS

SECTION 201, CHILDREN BORN OR ADOPTED AFFER ONSET OF PARENT’S
DISABILITY

Section 201 (a) of the bill amends section 202(d) of the Social Se-
curity Act to provide for the payment of child’s insurance benefits to
a child who is adopted by or born to an individual, or a stepchild
of an individual by a marriage which is contracted, after the in-
dividual becomes entitled to disability insurance benefits. Under
present law such a child cannot become entitled to child’s
insurance benefits because the law provides that such benefits
may be paid only to a child who is dependent on the insured in-
dividunl at one of a number of times specified in the law, and those
times do not include a time for establishing the dependency of a child
who is born to, or who becomes the adopted child or stepchild of, a
person after that person becomes entitled to disability insurance
benefits, This amendment provides that these children could establish
their dependency as of the time at which an application for child’s in-
surance benefits is filed. The provision, except as specified in sub-
section (D), is similar to the provision in present law that applies to
the child of an old-age insurance beneficiary.

Section 201(b) of the bill provides an exception to the amendment
included in subsection (a). Under this exception, a child who is
adopted after the individual becomes disabled cannot become entitled
to child’s benefits unless he is the natural child or stepchild of the
individual, or he is adopted within 2 years after the month in which
the individual becomes entitled to disability insurance benefits and
cither the adoption proceedings are instituted in or prior to the month
in which the parent’s period of disability began or the child was living
with the parent in such month.,

Section 201(c¢) of the bill makes these amendments effective as
though they had been enacted on August 28, 1958 (the date when the
Social Security Amendments of 1958 we» enacted), and with respect
to monthly benefits for months after A, ast 1958 based on applica-
tions filed on or after August 28, 1958,

SECTION 202, CONTINUED DEPENDENCY OF STEPCIHIILD ON NATURAL FATHER .

Section 202(a) of the bill amends section 202(d) of the Social Se-
curity Act to provide for the payment of child’s insurance benefits
based on the earnings of the child’s father even though the child was
living with and receiving more than one-half of his support from his
stepfather,
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Section 202(b) of the bill makes section 202(a) effective for month-
ly benefits for months beginning with the month in which the bill is
enacted based on applications filed in or after the month of enact-
ment, .

SEOTION 203. PAYMENT OF BURIAL EXPENSES

Section 203 (a) of the bill amends section 202(i) of the Social Se-
curity Act to change the provisions governing the payment of the
~ lump-sum death payment in cases where the insured individual is not
survived by a spouse who was living in the same household with him
at the time of his death (or where such a spouse dies before receiving
the payment). In such a case the amended provisions provide for the
lump-sum death payment to be made as follows:

(1) The lump sum would first be applied to all or any part of
the unpaid burial expenses of the insured individual that were
incurred by or through a funeral home. The payment would be
made directly to the funeral home if an application, requesting
payment to the home, is filed within 2 years after the date of
death of the insured individual by a person who assumes respon:
sibility for the payment of all or a part of the burial expenses,
or if no one assumes that responsibility within 90 days after the
date of the insured individual’s death,

(2) If all of the expenses incurred through the funeral home
have been paid (including payments made as provided above),
any of the lump sum that remains would be paid to any person
or persons equitably entitled thereto to the extent and in the pro-
portion that he or they shall have paid the funeral-home ex-

enses. .
P (8) After all payments provided by (1) and (2) above have
been made, any of the lump sum that remains would be paid to
anyone equitably entitled thereto, to the extent and in the pro-
portion that he has paid any burial expenses not incurred through
the funeral home, in the following order of priority: The ex-
enses of opening and closing of the grave, the expense of the
urial plot, and any remaining expenses.

The amendment also continues the provision in present law that no
payment will be made to any person unless an application for the pay-
ment is filed by or on be'haif of such person within 2 years after the
date of the death of the insured individual unless such person was
entitled to wife’s or husband’s benefits on the earnings record of the
insured individual for the month preceding the month in which such
individual died.

Section 203(b%‘l of the bill provides that the amendment made by
subsection (a) shall be applicable in the case of deaths on or after
the date of enactment of the bill, and in the case of deaths prior to
enactment but only if no application for the Jump-sum death pay-
ment (on the basis of the earnings record involved) is filed before the
third month after the month of enactment.
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SECTION 204. TECHNICAL AMENDMENTS WITH RESPECT TO FULLY
INSURED STATUS

Section 204(a) of the bill amends section 214(a) of the Social
Security Act to cffect several changes of o primarily technical nature.
The amended section 214(a) would provide that to be fully insured a
person will need one quarter of coverage (no matter when acquired)
for every two calendar quarters clapsing after 1950, or after the
calendar year in which he attained the age of 21 if that was later, and
up to the beginning of the calendar year in which he attained retire-
ment age (65 for men, 62 for women) or died, whichever occurred
first. 'I'o be fully insured under present law, a person must have one
quarter of coverage for every two quarters clapsing after 1950, or
after the calendar quarter in which he attained the age of 21, if that
was later, and up to the beginning of the calendar quarter in which
he attained retirement age or died, whichever first occurred. Under
the amendment, as under present law, the minimum requirement for
a person to be fully insured would be 6 quarters of coverage and the
maximum requirement would be 40 quarters of coverage.

As under present law, any calendar quarter any part of which was
included in a period of disability would not count as an elapsed quar-
ter unless it was a quarter of coverange. Also retained without change
is the provision that where (after subtraction of quarters oceurring in
a period of disability) the number of elapsed quarters is not a multiple
of 2, the number would be reduced to the next lower multiple of 2 for
the purpose of determining whether the individual met t.fle require-
ment for fully insured status,

Under the amendment, any person who died or attained retirement
age before 1951 and had at least six quarters of coverage would be
fully insured. Under the present law, people who died before Sep-
tember 1950 could not be fully insured unless at least one-half of the
quarters elapsing after 1936 were quarters of coverage. Peopls who
did not meet this requirement and who died after 1939 and before
September 1950 but had at least six quarters of coverage were given
a limited “deemed” fully insured status by the Social Security Amend-
ments of 1954, The deemed fully insured status was limited in that it
did not permit payments to a former wife divorced; in such cases the
worker must have been fully insured under the regular provisions.
The amendment would make that deemed insured status provision
unnecessary, and it would be made inoperative, as indicated below.

Section 204 (b) of the bill provides that the average monthly wage
of an individual who died after 1939 and before 1951 shall be com-
puted in the same general manner as is provided in present law for
people whose benefits are computed on the basis of earnings after
1936. Where a primary insurance benefit had already been computed
for a deceased mndividual who was currently insured but not fully
insured at the time of his death (a lump-sum death payment, monthly -
benefits for his children under age 18, and monthly benefits for his
widow with children in her care would have been payable if he had
been only currently insured) that amount would be converted, through
the benefit table in the law, to the appropriate primary insurance
amount being paid at the present time.

Section 204(c) of the bill amends section 109(b) of the Social
Security Amendments of 1954, which provides a “deemed” fully in-
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sured status for certain individuals who died before September 1950,
to make the section inapplicable in the case of applications filed after
the month of enactment of the bill (except for purposes of benefits
for the month of enactment and earlier months—see description of sec.
204(d) (2) of the bill, below). The provisions of section 109 (b) will
no longer be needed, since people who now are deemed to be fully
insured under that section will be fully insured under the amendment
made by 204 (a) of the bill. Section 109(b) of the 1954 amendments
specifically excludes former wives divorced from entitlement to benefits
in cases involving the “deemed” fully insured status provided by that
section. Thus, under present law, monthly benefits are provided for
the other survivors of an individual who died before September 1950 if
he had at least six quarters of coverage even if he had not been insured
at the time he died, but the former wife divorced can qualify only if the
deceased individual was insured under the regular provisions of the
law when he died. The amendment to section 109, together with the
other changes made by this section of the bill, will provide benefits
for the former wife divorced of an individual who died after 1939
and before September 1950, who was not insured at the time he died,
but who had at least six quarters of coverage.

Section 204 (d) (1) of the bill provides that the amendments made by
subsections (a) and (b) shall be effective for (1) monthly benefits for
months after the month in which the bill is enacted on the basis of
applications filed in or after the month of enactment; (2) lump-sum
death payments in the case of deaths occurring after the month of
enactment; and (3) disability determinations with respect to periods
of disability based on applications filed after the month of enactment.

Section 204(d) (2) of the bill provides that the requirements for
fully insured stdtus, as contained in section 214(a) of the present law
and section 109 of the Social Security Amendments of 1954, will govern
in determining whether an individual was entitled, on the basis of an
application filed in or after the month in which the bill was enacted,
to retroactive payment of benefits for the month of enactment and
for prior months. He could not get benefits for any prior month
unless he met the requirements for receipt of a benefit for that
month under existing provisions of law. The present provisions
would also govern the determination of the individual’s “first eligi-
bility closing date” (one of the points as of which the average
monthly wage is computed under the present law) in years before 1960.
This closing date would be the first day of the first yenr in which he
both was fully insured under the present provisions of the law and
had attained retirement age.

Where an application is filed in or after the month of enactment by
a surviving dependent of an individual who died before September 1,
1950, and who was given a “deemed” insured status under section
109 of the Social Security Amendments of 1954 (as in effect prior to
enactment of the bill) and an actual insured status by su})section
(a) (3) of section 214 of the Social Security Act as amended by the
bill, the entitlement of such surviving dependent to monthly benefits
for the month of enactment and prior months would be determined
under the provisions of section 109 of the Social Security Amendments
of 1954 as in effect prior to enactment of the bill,

59766—60——8



76 SOCIAL SECURITY AMENDMENTS OF 1960

SECTION 205. SURVIVORS OF TNDIVIDUALS WHO DIED PRIOR TO 1940 AND

OERTAIN OTHERINDIVIDUALS

Section 205(a) of the bill amends subsections (d)(1), (e)(1),
(g) (1), and (h) (1) of section 202 of the Social Security Act to pro-
vide for the payment of child’s widow’s, mother’s, and parent’s in-
surance benefits to survivors of workers who died prior to 1940. Un-
der present law monthly benefits are provided only for the survivors
of workers who died after 1939, :

Section 205(b) of the bill amends section 202(f) (1) of the act t
provide for the payment of benefits to the widower of a fully and cur-
rently insured worker who died before September 1950. Under pres-
ent law monthly benefits are provided only for the widowers of work-
ing women who died after August 1950, \

Section 205 (c) of the bill . provides a method of computing the pri-
mary insurance amount of individuals who died before January 1940
and who had not less than six quarters of coverage. Benefits for
survivors of these people would be computed under the provisions of
the law in effect before 1950 and converted to current amounts through
the benefit table contained in the present law. ,

Section 205(d) of the bill provides that the amendments made by
this section will be effective with respect to monthly benefits for
months after the month in which the bi{)l is enacted if an application
for benefits is filed in or after such month,

SECTION 206. CREDITING OF QUARTERS OF COVERAGE FOR YEARS BEFORE 1951

Section 206(a) of the bill amends section 213(&3 (2) of the Social
Security Act so that in any case where an individual had wages of
$3,000 or more in a year before 1951, Lie will be credited with four

uarters of coverage for that year (subject to exceptions already in
the law) regardless of when in the year he earned his first quarter of
coverage.

Under present law, where a person had the maximum amount of
creditable wages in any year beflc))re 1951, each quarter of the year fol-
lowing his first quarter of coverage is credited as a quarter of coverage.
For example, a person who had wages of $3,000 in 1949, all paid in
the fourth calendar quarter, is credited with only one quarter of cov-
erage for that year. For years after 1950, on the other hand, a person
whose earnings are at the maximum creditable amount is credited with
four quarters of coverage for the year regardless of when he received
his first quarter of coverage for that year. The bill would put the
provisions for crediting quarters of coverage in the case of maximum
creditable earnings before 1951 on the same basis as those for crediting
quarters of coverage in such cases after 1950,

Section 206 (b) %1) of the bill provides that the changes made by
subsection (a) shall be effective generally in cases where people quali-
fy, in or after the month of enactment, f)ér benefits, for specified bene-
fit recomputations, and for disability determinations. Specifically,
the changes would be effective with respect to old-age, survivors, and
disability insurance benefits and lump-sum death payments based on
the wages and self-employment income of an indivigual who— .
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(1) becomes entitled to old-age or disability insurance benefits
on the basis of an application filed in or after the month in which
the bill is enacted ; or '

(2) becomes entitled to a work recomputation under section
215(f) (2) (A) of the Act based on an application filed in or after
the month of enactment (or would be entitled to such a recom-
putation but for the provision in section 215(f) (6) that a higher
primary insurance amount must result therefrom) ; or

(8) dies without becoming entitled to old-age or disability in-
surance benefits and, unless the person dies currently insured but
not fully insured (in the absence of this exception people who
happened to be currently insured at death could not become fully
insured as a result of the change, but people who are uninsured
could become fully insured), there is no one entitled to survivors’
benefits or a lump-sum death payment based on an application
filed prior to the month of enactment,; or :

(4) dies in or after the month of enactment, and whose sur-
vivors are (or, but for the provisions of section 215(f) (6), would
be) entitled to a survivor’s work recomputation under section
215(f)§4) (A);or -

(5) dies before the month of enactiment, and whose survivors
are (or, but for the provisions of section 215(f) (6), would be)
entitled to a survivor’s work recomputation under section 215
(f) (4) (A) and did not become entitled to monthly benefits or a
lump-sum death payment on the basis of an application filed prior
to the month of enactment ; or

(6) becomes entitled (or would be entitled if it resulted in a
higher primary insurance amount) to a “dropout” recomputation
under section 102(f) (2) (B) of the 1954 amendments to the So-
cial Security Act on the basis of an application filed in or after
the month of enactment; or

(7) dies, and whose survivors are entitled (or would be entitled
if it resulted in a higher primary insurance amount) to a “drop-
out” recomputation under section 102(f) (2) (B) of the 1954
amendments on the basis of an application filed in or after the
month of enactment.

Section 205 (b) (2) of the bill provides that the change made by sub-
section (a) shall also apply in the case of disability determinations
under section 216 (i) of the Social Security Act where the application
for disability determination was filed in or after the month of
enactment. o

Section 206(b) (8) of the bill provides that where a person would
not be fully insured except for the enactment of this section of the bill,
benefits will not be payable on his earnings record for any month be-
fore the month of enactment. .

SECTION 207. MARRIAGES SUBJECT TO LEGAL TMPEDIMENT

Section 207 (a) of the bill amends section 216(h) of the Social
Security Act (relating to family status) by adding a new subpara-
graph (B) to paragraph (1). The new subparagraph provides that
an applicant WYIO went through a marriage ceremony with an insured
individual shall be deemed to be the wife, husband, widow, or widower
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of that individual, even though there was a legal impediment to the
marriage, if it is established to the satisfaction of the Secretary that
the ap(i)licant went through the marriage ceremony with the insured
individual in good faith, if the existence of the legal impediment was
unknown to the applicant at the time of the ceremony, and if (where
the insured individual is alive) he and the applicant are living in the
same household at the time an application is made for spouse’s bene-
fits or (where the insured individual is dead) they were Il)iving in the
same household at the time the insured individual died. An applicant
who went through a marriage ceremony with an insured individual
will not be deemed to be the wife, husband, widow, or widower of
that individual if another person is or has been entitled to wife’s,
husband’s, mother’s, widow’s, or widower’s benefits based on the in-
sured individual’s earnings and the other person has the status of
wife, husband, widow or widower of the insured individual at the
time the application for benefits is filed ; or if the Secretary determines
on the basis of information brought to his attention, that the appli-
cant entered into the marriage knowing that it was not valid. 'Fhe
benefits of a person who has been deemed to be a wife, husband, widow,
or widower under the provisions of the new subparagraph will end
if (and with the payment for the month before the month in which)
the Secretary certifies that benefits are payable to a person who was
validly married to the insured individual. Benefits to a person who
has been deemed to be a wife or husband under the new subparagraph
will also end in the month before the month in which such person enters
into a valid marriage with some other person. The subparagraph
defines a legal impediment to the validity of a ceremonial marriage to
include only an impediment that results from the lack of dissolution of
a previous marriage or that otherwise arises out of a previous marriage
or its dissolutfon, or results from a defect in the procedure followed 1n
connection with the ceremonial marriage such as failure to comply in
one or more respects with any provision of State law relating to the
perfgrmlance of a marriage ceremony or to the kind of ceremony
required. _

%ection 207(h) of the bill amends section 216 (h)(2) of the Social
Seccurity Act to include in the definition of “child” the child of an
individual (so that the child will qualify for benefits on the latter’s
earnings record) if the child is that individual’s son or daughter and
the child’s parents entered into a ceremonial marriage which, but for
a legal impediment of the type described above, would have been valid.

Section 207(c) of the bill amends section 216(e) of the Social Se-
curity Act to include as the stepchild of an individual, for benefit
purposes, a child whose parent entered into a ceremonial marriage
with that individual which, but for a legal impediment of the type
described above, would have been valid.

Section 207(d) of the bill amends section-202(d) (3) of the Social
Security Act (relating to the C})ayment of child’s insurance benefits)
to provide that a child deemed pursuant to section 216(h) (2) of the
act (as amended by section 207 (b) of the bill) to be the insured indi-
vidual’s child shall be deemed to be his legitimate child. Under the
law as amended by section 202(a) of the bill, a legitimate or adopted
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child would be deemed dependent on his father unless the father was
not living with nor contributing to the support of the child and the
child had been adopted by some other person. By providing that
the child will be deemed to be the legitimate child of the insured indi-
vidual, the section has the result of treating the child as dependent
on the insured individual unless the child had been adopted by some
other person and the insured individual was neither living with nor
contributing to the support of the child.

Section 207 (e) of the bill is-a saving clause providing that the bene-
fits of any person on the old-age, survivors, and disability insurance
benefit rolls for the month before the bill is enacted will not be reduced
because of the benefits paid to a person who, under the amendments
made by this section OF the bill, is deemed to be the wife, husband,
widow, widower, child, or stepchild of an insured individual, If
there were no saving clause, because of the limitation on the total
of the benefits that may be paid to a family on the basis of the earn-
ings of one individual, the benefits payable to a person on the rolls
when the bill is enacted might be reduced because of the payments
made to some other person who would get benefits as a result of en-
actment of this section of the bill. '

Section 207 (f) of the bill provides that the amendments made by
section 207 of the bill shall be effective with respect to monthly beno-
fits for months beginning with the month in which the bill is enacted,
on the basis of an application filed in or after that month, In the
case of & lump-sum death payment the amendments would be effective
based on the application of any person filed in or after the month in
which the bill is enacted but only if no other person has filed an ap-
plication for a lump-sum death payment before the date of enactment.

SECTION 208. PENALTY DEDUCTIONS UNDER FOREIGN WORK TEST

Section 208 (a) of the bill amends section 203 ( f% of the Social Secu-
rity Act to eliminate the imposition of a penalty in certain cases.
Under present law, a month’s benefit must be withheld from an old-
age insurance beneficiary and from each of his dependents for any
month in which he works in noncovered work outside the United
States on more than 6 days. If the old-age insurance beneficiary fails
to report such employment within a specified time, he may be penalized
by the loss of an additional month’s benefit, but in i;eneml his depend-
ents will not be subject to the loss of an additional benefit. The only
dependent beneficiary so penalized is the person who is the spouse of
an old-age insurance beneficiary and who is getting childhood dis-
ability benefits or mother’s insurance benefits. The imposition of the
penalty in this sort of case is an unintended result of the Social Security
Amendments of 1958. Section 208 (a) of the bill amends section 203 (f)
of the Social Security Act to remove this additional penalty.

Section 208(b) of the bill provides that the amendment made by
section 208(a) shall be effective on enactment and for penalties
imposed under section 203 (f) of the Social Security Act but not col-
lected prior to enactment.
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SECTION 209. EXTENSION OF FILING PERIOD FOR HUSBAND’S, wmowniz’s,
AND PARENT’S BENEFITS TN OERTAIN CASES

Section 209 of the bill extends for 2 years after the month of en-
actment the period in which proof of support (required under ‘the
existing law) may be filed by persons who become entitled to hus-
band’s, widower’s, or parent’s insurance benefits as a result of the en-
actment of the bill. L

SECTION 210. LOWER ELIGIBILITY AGE FOR MEN, WITH BENEFIT
AMOUNTS ADJUSTED IN ACCORDANCE WITH AGE OF BENEFICIARY

Definition of retirement age

Section 210(a) of the bill amends section 216(a) of the Social
Security Act to provide that the term “retirement age’” means age 62
in all cases. Under present law, “retirement age’ is defined to mean
age 65 for men and age 62 for women. The effect of the change is to
make men, as well as women, eligible for benefits at age 62, if they are
otherwise qualified.

Adjustment of benefit amounts

Section 210(b) of the bill amends subsections (q), (r), and (s) of
section 202 of the act to provide for adjustments in old-nge insurance
benefits for men and in husband’s insurance benefits in accordance
with the age of the beneficiary, in the same manner as the adjust-
ments that are provided under present law for old-age insurance
benefits for women and for wife’s insurance benefits,

Paragraph (1) of section 202(q) of the act is amended to provide
for reducing the old-age insurance benefits of anyone (man or woman)
who ‘elects to take such benefits before age 65 by five-ninths of 1
percent for each month starting with the month of entitlement and
ending with the month before the person attains age 65. 'This
amounts to a 20-percent reduction if benefits are taken beginning at
age 62. The effect 'of the change is to apply to the benefit of a man
who elects to take bis old-age insurance benefit before age 68 the
same reduction that is applied under present law to the benefit of a
woman who does so. .

The wife's insurance benefit for a wife aged 65 or over of a husband
under age 65 will be one-half of the amount of the old-age insurance
benefit of her husband after his benefit has been reduced; if the wife
is also under age 65 and elects to receive her wife’s insurance benefit
before age 65, her benefit will be based on his reduced benefit and will
be further reduced under section 202(q). !

Paragraph (2) is amended to provide for reducing the husband’s
insurance benefits of a man who elects to take such benefits before age
65 by 25/36 of 1 percent for each month starting with the month of
entitlement and ending with the month before he attains age 65. This
smounts to a 25-percent reduction if benefits are taken beginning at
age 62. The effect of the change is to apply to the benefits of a hus-
band who elects to take his husband’s insurance benefits before age
65 the same reduction that is applied under present law to the benefits
of a wife of a man taking his benefit at or after age 65 who takes her
wife’s insurance benefits before age 65. In the case of a husband who
elects to take his husband’s insurance benefit before age 65 and whose
wife has also elected to take her old-age insurance benefit before age
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65, his benefit is based on the full old-age benefit of the wife, reduced
only because of his age being below 65 (as under present law). The
husband aged 65 or over of a woman who elects to take her old-age
insurance benefit before age 65, at a reduced amount, receives one-half
of her full, or unréduced; benefit.

Paragraph (3) is amended to make equally applicable to a man the
present provision for determining the reduction where a woman en-
titled to a reduced old-age insurance benefit later (or in the same
month as she became entitled to such old-age insurance benefit) be-
comes entitled before attaining age 65 to a wife’s insurance benefit.
The wile’s or hushband’s insurance benefit will be reduced by the same
amount as that by which the old-age insurance benefit is reduced;
further if the unreduced wife’s or husband’s insurance benefit exceeds
the unreduced old-age insurance benelit, the reduction factor for the
wife’s or hushand’s insurance benefit will be applied to such excess.

Paragraph (4) is amended to make cqually applicable to a man the
present provision for determining the reduction where a woman
entitled to o reduced wife’s insurance benefit later becomes entitled,
belore attaining age 66, to an old-age insurance benefit. The old-age
insurance benefit will be reduced by the same amount as that by which
the wife’s or husband’s ‘insurance benefit is reduced; further, il the
unreduced old-age insurance benefit exceeds the unreduced wife’s or
husband’s insurance benelit, the reduction factor for the ald-age in-
surance benefit will be applied to such excess.

Paragraph (5) is amended to apply to men the present provision,
applicable now only to women, for recomputing old-age insurance
benefits at age 65 to take account of periods hetween initial entitlement
and attainment of age 65 during which: _

(1) bencfits were withheld under the retirement test provisions;
or
’(2) where the person also was entitled to wife’s (or, under the
amended provision, husband’s) insurance benefits, and the
person’s spouse was entitled to disability insurance benefits,
benefits were withheld on account of the spouse’s refusal to accept
rchabilitation services; or, :
(3) where the person also was entitled to wife’s (or, under the
amended provision, husband’s) insurance benefits, benefits were
not payable because the person’s spouse ceased to be under a
disability.
In such cases the reduction factor will be redetermined at age 65 so
as not to include a reduction for any such months, provided that
there were at least 3 such months.

Paragraph (6) is amended to apply to men who are getting reduced
husband’s insurance benefits, the present provision, applicable now
only to women getting reduced wife’s insurance benefits, for recom-
puting such benefits at age 65 to take account of those periods, be-
tween initial entitlement and attainment of age 65, when benefits
were affected by the various provisions of the law described in the
analysis of paragraph (5), above. In such cases the reduction factor
will be redetermined as under paragraph (5).

Paragraph (7) is amended to apply to men entitled at or after age
65, but not before age 65, to husband’s insurance bencfits, in the
special case where he 1s entitled to an old-age insurance benefit that
begun before age 65, the present provision for computing the reduc-
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tion that is now applicable only to women in similar circumstances,
In such a case, the wife’s or husband’s insurance benefit will bé reduced
by the same amount as that by which the old-age insurance benefit is
reduced.

Paragraph (8) is amended to apply to men entitled at or after age
65, but not before age 65, to old-age insurance benefits, in the special
case where he is entitled to a husband’s insurance benefit that began
before age 65, the present provision for computing the reduction that
is now applicable only to women in similar circumstances. In such
case, the old-age ingurance benefit will be reduced by the amount by
which the wife’s or husband’s insurance benefit was reduced. If the
person is no longer entitled to wife’s or husband’s insurance benefits,
the amount of the reduction will be the smaller of (1) the amount by
which such benefit had been reduced in the last month for which the
person was entitled to such benefit, or (2) the amount by which such
benefit payable for the month in which the person attained age 65
would have been reduced after the reduction factor was redetermined
under paragraph (6) to take account of the-fact that he did not get
benefits for all months after entitlement and prior to age 65. -

Paragraph (9) is amended to apply to men the provision, now
applicable only to women, for applying the reduction factors, com-
puted under paragraphs (1) to (8), to the amount determined after
benefits have been reduced in accordance with the maximum limita-
tion on family benefits and have been rounded to the next higher
multiple of 10 cents. The final amount of the benefit, as so derived,
will be rounded to the next higher multiple of 10 cents, as under
present law,

Presumed filing of application by person eligible for old-age insurance
benefits and for wife’s or husband’s insurance benefits

Seetion 202(r) of the act is amended to apply to men the provision,
now applicable only to women, under which a person is considered
to be entitled to both old-age insurance beuefits and wife’s (or, under
the amended provision, husband’s) insurance benefits where he is
cligible for both in the same month before age 65 and where he
applics for only one. The exception in present Taw for a wife with a
child beneficiary in her care in the month of entitlement is continued.

Relationship of reduced benefits for lower eligibility age with disability
insurance benefits

Paragraph (1) of section 202(s) of the act is amended to apply to
men the provision, now applicable only to women, under which
entitlement before age 65 to widow’s or parent’s (or, under the
amended provision, widower’s) insurance benefits, or to reduced
old-age or wife’s (or, under the amended provision, husband’s)
insurance benefits, bars later entitlement to disability insurance
benefits.

Paragraph (2) of section 202(s) is amended to apply to men the
provision, now applicable only to women, that in the case of simul-
tancous entitlement to a wife’s (or, under the amended provision,
husband’s) insurance benefit and to a disability insurance benefit,
the reduction factor is applied only to that part of the wife’s (or
husband’s) insurance benefit that exceeds the amount of the disability
insurance benefit.
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Paragraph (3) of section 202(s) is amended to apply to men the
provision, now applicable only to women, for the termination of
disability insurance benefits with the month before the month of a
person’s entitlement to old-age insurance henefits. The effect of the
provision is to prevent entitlement to both old-age insurance and
disability insurance benefits for months before age 65 (present law
as it applies to men does not provide for terminating a disability
insurance benefit on entitlement to old-age insurance benefits but
rather on attainment of age 65).

Section 210(¢) of the bill amends clause (C) of section 201(b)(1) of
the act by eliminating as a cause of termination of wife’s insurance
benefits the event of her becoming entitled to an old-age or disability
insurance benefit based on a primary insurance amount equal to or
larger than one-half of her husband’s old-age or disability insurance
benefit.  This does not have the effect of paying overlapping benefits
in such cases (which is prevented by section 202(k) of the act), but
rather eliminates the necessity for a wife to become reentitled to a
wife’s insurance benefit in certain cases where such benefit is subse-
quently recomputed in accordance with paragraph (6).

Paragraph (1) of section 210(d) of the bill amends clause (D) of
seetion 202(c)(1) of the act, relating to terminating events for hus-
band’s insurance benefits, in the same manner as subsection (¢) did in
regard to wife’s insurance benefits,

Paragraph (2) of subsection (d) amends section 202(c)(3) of the
act, which e B ablishes the amount of a husband’s insurance benefit as
~one-half of the primary insurance amount of his wife, to take account
of the new provisions for reduction of the husband’s insurance benefit
where entitlement begins before age 65. .

Subsection (¢) amends section 202(j) (3) of the act to extend to men
the right, given only to women under present law, to waive entitle-
ment to an old-age or wife’s (or, under the amended provision, hus-
band’s) insurance benefit for months between the ages of 62 and 65
and before the month in which the person applics for benefits, in
order to avoid forcing him to take benefits (and the resulting extra
reductions in benefits) for months in the period for which his applica-
tion would be effective retroactively.

Subsection (f) amends section 3121(a)(9) of the Internal Revenue
Code which governs the treatment, for old-age, survivors, and dis-
ability insurance tax purposes, of payments (other than vacation or
sick pay) made to an employee who did not work for the employer in
the period for which the payment is made. "Under present iuw such
payments are excluded from such taxation if they are made to a
woman who has attained age 62 or a man who has attained age 65.
Under the amended provision they would be excluded if made to any-
one (man or woman) who has attained age 62. (The change in the
definition of “‘retirement age’ in the Social Security Act accomplishes
the same result so far as the treatment of such payments for benefit
credit is concerned.)

Effective dates

Paragraph (1) of scction 210(g) of the bill provides that the amend-
ment made by subsection (a) shall apply, for lump-sum death pay-
ments, only to deaths occurring after October 1960, and, for monthly
benefits, only for months after October 1960, and only on the basis of
applications filed after the date of enactment.
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Paragraph (2) contains provisions that will govern the computa-
tion of the average monthly wage (on which benefits are base(B for
cases of men who attained age 62 before November 1960. These
provisions are required by reason of the fact that the change in retire-
ment age for men from age 65 to age 62 also changes the length of the
period over which the average monthly wage is computed, since under
present law the period for men is governed by attainment of age 65
rather than age 62.

Clause (A) of paragraph (2) provides that a man who attained age
62 before November 1960 and who was not eligible for benefits before
then (either because he was not yet age 65 or because he was not fully
insured) shall be deemed to have attained age 62 in 1960 (or, if earlier,
the year in which he died). Clause (B) provides that the amendment
mad}; by subsection (a) will not result in making a person fully insured
before November 1960 (or, if earlier, the month in which {;e died).
Clause (C) provides that the amendment made by subsection (a) will
not be applicable to a person who was eligiblé for old-age insurance
benefits before November 1960.

The effect of these three clauses is that the average monthly wage
of a person alive in 1960 and first eligible for benefits in that year by
reason of the amendment cannot be computed over a shorter period
than the period applicable in the case of any other person who first
became eligible for benefits in 1960. More specifically, the average
monthly earnings could not be computed over a period of less than
4 years, the shortest possible period (except where a period of dis-
ability is involved) over which the average monthly wage can be
computed for workers first becoming eligible for benefits in 1960 under
present law. '
- Paragraph (3) of subsection (g) provides that, for purposes of ex-
cluding from benefit credit certain payments made to people over re-
tirement age (described in the analysis of subsection (f), above), the
amendment made by subsection (a) shall apply only to payments
made after October 1960.

Paragraph (1) of subsection (h) provides that the changes made by
subsections (b) to (e) shall take effect November 1, 1960, and shall
be applicable for monthly benefits for months after October 1960.

Paragraph (2) provides that subsection (f) shall be effective for
remuneration paid after October 1960.

SECTION 211. INCREASE IN EARNED INCOME LIMITATION

Section 211 of the bill amends section 203 (e) and (g) of the Social
Security Act so as to increase from $1,200 to $1,800 per full year the
amount that an individual under age 72 entitled to benefits under the
program (other than a disability insurance beneficiary) may earn
without loss of any of his benefits (a beneficiary aged 72 or over has
no limitation on his earnings). A similar change would be made-
with respect to the amount that a beneficiary may earn for any year
of less than 12 months’ duration.

The amendments made by this section of the bill would be effective
for any individual with respect to his taxable years ending after 1960.
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TITLE III-BENEFIT AMOUNTS

SECTION 301. INCREASE IN INSURANCE BENEFITS OF CHILDREN OF
DECEASED WORKERS

Section 301(a) of the bill amends section 202 d{ -of the Social
Security Act to make the benefit payable to each child of a docessed
insured individual equal to three-fourths of the latter’s primary in-
surance amount. The present law provides that the benefit payauie
to each child of a deceased insured individual shall be one-half of such
individual’s primary insurance amount plus one-fourth of his primary
insurance amount divided by the number of children.

Section 301(b) provides that the amendments made by section
301(a) shall apply to monthly benefits for months after the second
month following the month of enactment.

Section 301(c) provides a saving clause, in cases where the family
maximum applies, for beneficiaries on the old-age, survivors, and dis-
ability insurance benefit rolls for the second month after the month of
enactment (which is the month before the amendment in the bill be-
comes effective). It provides that the benefits of a widow, widower, or
parent (except for persons who become entitled to benefits because of
the amendment (sec. 208 of the bill) relatinﬁ to marriages subject to
a legal impediment) who is entitled to benefits when the amendment
is effective will not be decreased, under the family maximum pro-
visions of section 203(a) of the act, because of the increased benefits
payable under the amendment to the children in the family. When
the family maximum applies, a child’s benefits will be increased un-
der the amendment only to the extent possible within the limits of
that maximum and without reducing the benefits of the widow, wid-
ower, or parent. If,in or after the month in which the amendment be-
comes effective, another person in the family (6ther than a person who
becomes entitled to benefits because of the amendment (sec. 208 of
the bill) relating to marriages subject to a legal impediment) be-
comes entitled to benefits based on the earnings record of the same
individual, the saving clause will cease to operate. This latter pro-
vision is included so that the saving clause will “wash out,” and the
amounts of benefits based on the earninﬁs record of the same individ-
ual will be redetermined at any time when the family benefits would
under present law be redetermined in any event.

SECTION 302, MAXIMUM FAMILY BENEFITS IN CERTAIN CASES

Section 302 of the bill corrects a technical flaw in section 203 (a) (3)
of the Social Security Act, which is a “saving clause” that is intended
to put the family of an insured individual who has a period of disa-
bility that started before 1959 in the same general position, with re-
spect to figuring the maximum family benefits payable on the earnin
record of one individual, as the family of an insured individual who
died before 1959. Because of the technical flaw, families of the dis-
abled individuals whose average monthly wage is at certain levels get
amounts difterent from ( and in most cases larger than) those that are
payable on the same average monthly wage to survivor families.

Section 303 (a) (1) of the bill corrects the provisions relating to the
maximum amount of benefits payable to families of disabled individ-
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uals where the primary insurance amount is $66, $67, or $68 so that
the maxium limitations on family benefits for such disabled indivi-
duals will be the same as those applicable to survivor families on the
basis of the same primary insurance amounts.

Section 302(a)(2) of the bill corrects the provisions relating to
the maximum amount of benefits payable to families of disabled indi-
viduals based on primary insurance amounts above $96 so that the
maximum limitations on family benefits will be generally comparable
to those applicable to survivor families on the basis of the same pri-
mary insurance amounts.

Section 302(b) of this bill makes these amendments agplicable with
respect to monthly benefits beginning with the second month after
the month in which the bill is enacted, but only if the family came
on the benefit rolls no earlier than such second month, The geneﬁts
of families who are already on the benefit rolls prior to such second
month would not be reduced by reason of enactment of the bill; such
benefits would continue to be determined under the present provisions
of section 203 (a) (3) of the act.

SECTION 303. COMPUTATIONS AND RECOMPUTATIONS OF PRIMARY
INSURANCE AMOUNTS

Section 303(a) of the bill amends section 215(b) of the Social Se-
curity Act to provide a new method of determining an individual’s
average monthly wage, on which his primary insurance amount is
based. Under the amendment, the period on the basis of which
an individual’s average monthly wage will be computed will be a
constant number of calendar years. For retirement cases, and for
cases of death after attaining retirement age, such constant number
of calendar years will (in the absence of a period of disability) de-

end solely on the year of attaining retirement age if the individual
1s then fully insured (or if not so insured, then on the first year in
which he is fully insured ) regardless of whether the individual started
to work before age 22 and regardless of when, after first becoming
eligible for old-age insurance benefits, he filed his application for them.
Likewise, for survivor benefits in the case of a person dying before
retirement age, fhe constant number of years will (in the absence
of a period of disability) depend solely on his age in the year of
death or on the year in'which he died if he was over age 22 1n 1950,
regardless of whether he started to work before age 22. Also, for
disability insurance benefits, the constant number of years will (in
the absence of a previous period of disability) dependy solely on the
insured individual’s age in the year of becoming so disabled or on the
year in which he became disabled if he was over age 22 in 1950.

The new provisions will be applicable, in general, to people who
qualify for benefits, or for specified kinds of benefit recomputations,
after 1960,

Paragraph (1) of the amended section 215(b) defines an individ-
ual’s “average monthly wage” as the quotient obtained by dividin
the total of his wages paid in, and self-employment income credite
to, his “benefit computation years”, by the number of months in those

ears,
Y Paragraph (2) (A) of the amended section 215 (b) defines the num-
ber of an individual’s “benefit computation years” as five less than the
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number of his “elapsed years” (as defined in par. (8) of the subsec-
tion), but with o minimum of 2 years. (Reducing the “elapsed years”
by five is equivalent to the dropout of the 5 years of lowest earnings
under existing law.)

Subparagraph (B) provides that an individual’s “benefit computa-
tion years” shall be the appropriate number of calendar years (deter-
mined under subpar. (A)), selected from his “computation base years”,
for which the total of his wages and self-employment income is largest.

Subparagraph (C) defines an individual’s “computation base years”
as calendar years occurring after December 31, 1950 (except that, as
provided in section 215(d) of the law, as amended by the bill, 1936
would be used instead of 1950 for a person whose most favorable benefit
computation would be that determined over the period from 1937 on),
and prior to the calendar year in which he became entitled to old-age
insurance benefits or died, whichever first occurred (except that tﬁe
year of death or entitlement may be used as a computation base year
if evidence of earnings in that year available when the benefit is com-
puted indicates that use of the year would raise the primary insurance
amount). No calendar year all of which is included in a period of
disability may be a computation base year. However, where only a
part of a year is included in a period of disability, such year may be
a computation base year. (Under the provisions of sec. 220 of the
act, though, periods of disability may be disregarded in the benefit
computation if a higher primary insurance amount will result.

Paragraph (3) defines the number of an individual’s elapsed years
as the number of calendar years in the period (a) after December
31, 1950 (this would be December 31, 1936, for those people whose
most favorable benefit computation is that determined over the period
from 1937 on) or, if later, after December 31 of the year in which he
attained the age of 21, and (b) prior to the year in which he died, or if
earlier the first year after 1960 in which he both was fully insured and
had attained retirement age. Because of the use of the 1960 date, the
minimum number of elapsed years in determining an individual’s
average monthly wage in any case will be 10 (in the absence of periods
of disability). Since the number of benefit computation years is five
less than the number of elapsed years, no benefit will be computed on
earnings of less than 5 years (in the absence of periods of disability).
Even though an individual was fully insured and had attained retire-
ment age before 1961, his average monthly wage will be determined
over his best 5 years, since the “elapsed years” will be the 10 years after
1950 and before 1961. (It should be noted that under existing law
people who first qualify for retirement benefits in 1961, or who die in
such ({ear before qualifying for retirement benefits, would have to
include 5 years in the benefit computation.) Any year any part of
which was included in a period of disability will not be included in
determining the number of elapsed years. ' o

Paragraph (4) provides an effective date for the changes made
by the amended section 215(b). ' These changes will be effective
in the case of individuals with respect to whom not less than six
quarters elapsing after 1950 are quarters of coverage and who be¢ome
entitled to benefits after December 1960, or who die after that month
without having ‘been entitled to benefits, or who qualify for work
recomputations under ‘section 215(f) (2) of the act on the basis of
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applications filed after December 1960, or who die after 1960 and
whose survivors are entitled to work recomputations (including re-
calculations involving railroad compensation) under section 215 (f) (4)
of the act.

Paragraph (5) preserves the present method of computing the
average monthly wage for people who do not qualify for the new
method because they became entitled to old-age insurance benefits,
or died, or filed applications for work recomputations, before 1961,
or who qua]ifgw, either before 1961 or a‘ter 1960, for dropout recom-

utations under section 102(f) (2) (B) of the 1954 amendments.

he provisions of paragraph (5) will not apply, though, if such people
become entitled to work recomputations under section 215(f) (2) of
the act on the basis of a§>plica.tlons filed after 1960, or to survivors’
work recomputations (including railroad compensation recalculations)
under section 215éf) 4) of the act on the basis of deaths after 1960;
subparagraphs (C) and (D) of paragraph (4) of the amended sec-
tion 215(b) specifically make the amended section 215(b) applicable
to such cases.

Section 303(b) of the bill amends section 215(c) (2) of the Social
Security Act (relating to the computation of the primary insurance
amount under the provisions of the law as in effect prior to the Social
Security Amendments of 1958) to limit its effect specifically to people
who became entitled to benefits, or died, before 1959 and who do not
meet the requirements of paragraph (4) or (5) of section 215(b)
as amended by the bill, so that neither the benefit computation pro-
visions in existing law that are ﬁgenerally applicable after 1958, nor the
provisions of the bill that will generally be applicable after 1960,
can apply to them.

Section 303(c) of the bill amends section 215(d) of the Social
Security Act to conform the provisions for computing the average
monthly wage of people who become entitled, after 1960, to a benefit
based on an average monthly wage computed over the period from
1937 on, to the amendments made by the bill in section 215(b). As
in existing law, to the average monthly wage thus obtained will
be applied the benefit formula in effect prior to the Social Security
Amendments of 1950, and the resulting “primary insurance benefit”
will be converted to the appropriate “primary insurance amount”
by use of the benefit table in section 215(a).

Paragraph (1) of section 303(c) amends subparagraph (A) of
section 215(d) (1) of the act to provide that, for purposes of the aver-
age monthly wage computation in the cases to which section 215(d)
applies, an individual’s “computation base years” shall include cal-
endar years after 1936 and that his “elapsed years” shall be the -
calendar years after December 31, 1936 (or attainment of age 21, if
later), rather than the calendar years after December 81, 1950 (or
attainment of age 21, if later), and up to the year in which the indi-
vidual died or, if earlier, the first year after December 81, 1960, in
which he both was fully insured and had attained retirement age.
Thus, in any case involving a computation based on earnings after
1936 which does not involve periods of disability, the elapsed period
will be a minimum of 24 years and the benefit compiitation years will
be a minimum of 19 years (i.e., the elapsed years regixced by five).

Paragraph (2) of section 303(c) of the bill amends sugparagraph
(C) of section 215(d) (1) of the act (relating to the crediting of “in-
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crements” for years prior to:1951 in which an insured individual was
paid wages of $200 or more), to make it clear that an increment will
not be credited for any year all of which is included in a period of
disability. If an indivicf:xa,l had wages of $200 or more in a year onl
a part of which is included in a period of disability, such year will
provide an increment even though it may not be a benefit computation
ear. :

y Paragraph (3) of section 803(c) of the bill amends subparagraph
(B) of section 215(d) (2),0f the act to make the amended provisions
relating to average monthly wage computations using earnings after
1936 applicable to people who meet the conditions of any of the
subparagraphs of subsection (b)(4) of the amended section 215.
The amended section 215(d) (like the amended provisions of section
215(b) which provide the new method of computation on the basis of
earnings after 1950 only) will be applicable only to people who become
entitled to old-age or disability insurance benefits or to specified benefit
recomputations after 1960, or who die after 1960 without becoming
entitled to benefits, .

Paragraph (4) of section 303(c) of the bill adds a new paragraph
(8) to section 215(d) of the act. The new paragraph (3) makes the
provisions of subsection 215(b) (5) of the act as amended by the bill
(but without regard to the provision that makes par. (5) applicable
only to people who have six quarters of coverage after 1950) appli-
cable to section 215(d), to preserve the present method of computing
the average monthly wage under section 215(d) for people who do
not qualify for the new method because, before 1961, they became en-
titled to old-age insurance benefits, or died, or filed applications for
work recomputations; or who qualified for dropout recomputations,
under the 1954 amendments, to which only the present method of com-
puting the average monthly wage is applicable. Only the amended
provisions, thougtil, will apply in any case where such an individual
becomes entitled to a work recomputation based on an application
filed after 1960 or based on a death occurring after 1960; the amended
section 215(d) (2) (B) specifically makes the new method applicable
in such cases.’

Section 303(d) (1) of the bill amends subsection 215(e) (3) of the
act (relating to the automatic recomputation of an individual’s bene-
fit amount to include self-employment income in a taxable year that
begins prior to the year in which the individual becomes entitled to
benefits and ends in or after the month of entitlement) to conform this
provision to the change made in the method of computing the aver-
age monthly wage. This amendment will apply to people who be-
come entitled to old-age insurance benefits after 1960; the taxable
years involved will be those ending in or after 1961,

Section' 303(d) (2) of the bill strikes out paragraph (4) of section
215(e) (relating to the use in the computation of the average monthly
wage of years any part of which were included in periods of disa-
bility). The amendment will apply only to cases in which the new
method of computing the average monthly wage will apply. For
these people the provisions in paragraph (4) are not needed because
equivalent language is included in the amended section 215(b) (2) (C)
setting forth the revised method of computing the average monthly
wage,
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Section 303(e)(1) of the bill amends clause (iii) of section
215(f) (2) (A) of the act by removing the requirement that a bene-
ficiary must wait at least 6 months, after the close of the year in which
he had the earnings that qualified him for a work recomputation,
to file an application for the recomputation. Consequently, an appli-
cation for a work recomputation can be filed at any time after the
close of the year in which he had the qualifying earnings. The
amendment will be effective with respect to applications filed after
1960 for work recomputations,

Section 303 (e) (2) of the bill amends subparagraph () of section
215(f) (2) of the act (relating to recomputations of benefit amounts
to take account of earnings after entitlement to benefits) to conform
the provisions to the changes made by the bill in the method of com-
puting the average monthly wage. Under the provision as amended,
if the last previous computation or recomputation of the individual’s
primary insurance amount was made under the provisions of section
215(b) of the law as amended by this bill, the “elapsed years” and
“computation base years” will include only years after 1950 and before
the year in which the application for the recomputation is filed. This
parallels the present provision relating to people whose last previous
c;)m utation or recomputation was made under the latest provisions of
the law.

If the last previous computation or recomputation of the indi-
vidual’s benefit amount was made under the law in effect prior to the
enactment of the bill, the individual’s benefit will be computed as
though he were applying for benefits for the first time; that is, with
consideration given to elapsed periods starting with January 1937
and with January 1951, This provision parallels that in the present
section 215(f) (2) (B) which permits consideration of all applicable
starting dates and benefit formulas when an individual applies for a
work recomputation for the first time after the enactment of the Social
Security Amendments of 1954, '

Section 303(e) (3) of, the bill amends section 215(f) (3) of the act,
relating to recomputations to include earnings in the year in which the
individual became entitled to benefits or died, to conform the provisions
to the amendments made by the bill in the method of computing the
average monthly wage. The amended provisions will be applicable
only to people who first become entitled to old-age insurance benefits
‘or to a work recomputation on the basis of an application filed after
December 1960 or who die after December 1960.

Section 303(e) (4) of the bill amends section 215(f) (4) of the act,
relating to the recomputation of benefits of deceased individuals who
were eligible, at the time of death, for a recomputation to take ac-
count of earnings after entitlement to benefits or to include railroad
compensation as “wages” for old-age and survivors insurance pur-
poses, so that, where the death occurs after 1960, such recomputations
will always be made under the amended provisions for determining
the average monthly wage. Where the purpose of the recomputation
is to take account of earnings after entitlement, it will be made as
thongh the worker had filed application for a work recomputation in
the month in which he died.

Where the sole purpose of the recomputation is to include railroad
compensation in the computation of the average monthly wage, limita-

[
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tions are placed on the years which may be used as computation
base years. (Comparable limitations are contained in the present
law.) If the last previous computation of the individual’s benefit
amount was made under the provisions of section 215 as amended by
the bill, only those years will be considered as computation base years
that were so considered in the last previous computation. If the last
previous computation was made under the provisions of the act as in
effect prior to the enactment of the bill, only those years which oc-
curred prior to the latest closing date considered in such previous com-
putation may be considered as computation base years. Section 303
() (4) also deletes a reference in section 215 (f) (4) to the requirement,
in section 215(f) (2) (A) (iii), relating to the time of filing an appli-
cation for a work recomputation, which is repealed by section 303 (e)
(1) of the bill.

Section 303 (f) of the bill amends section 223(a) (2) of the act
(relating to the computation of disability insurance benefits) as
amended by section 402 (b) of the bill, to conform its provisions to the
change made by the bill, in section 215 (b), in the method of computing
the average monthly wage. Under section 223 (a) (2) as amended, the
primary insurance amount of an individual who becomes entitled to
disability insurance benefits after 1960 will be computed as in section
215(a)- as though the individual had attained retirement age in the
first month of his waiting period or (b) if he becomes entitled to a
disability benefit without the requirement that he serve a waiting pe-
riod (under the provisions of section 223(a) (1) (ii) of the act as
amended by the bill), as though he had attained retirement age in
the first month in which he becomes entitled to such benefits, and as
though he had become entitled to an old-age insurance benefit in the
month in which he files his application for disability insurance bene-
fits. Inthe case of a woman who had already attained retirement age
(62) and was fully insured before the beginning of her waiting period
or her subsequent entitlement to a disability insurance benefit as the
case may be, her elapsed years will not include the first year in which
sho both was fully insured and had attained retirement age or any
subsequent year. This provision will preclude counting against a
woman, in a disability benefit computation, years that would not be
counted against her in computing her old-age insurance benefit.

Section 303 (g) (1) of the bill is a saving clause which provides that,
in the case of any individual who was first eligible for old-age insur-
ance benefits before 1961 and who (a) files an application for benefits
after 1960, or (b) dies after 1960 without being entitled to old-age
insurance benefits, the benefit computation may be made under the pro-
visions of existing law, using as a closing date the first day of the first
year in which the individual was both fully insured and had attained
retirement age, if he could have used such a closing date under
existing law and if it will result in -a higher primary insurance
amount. This provision will permit the use of the benefit computation
provisions of existing law in any case in which those provisions,
using a closing date prior to 1961 for which an individual 1s now eli-
gible, could increase his benefit amount.

Section 303(g) (2) of the bill provides that an individual who was
entitled to a disability insurance benefit computed under the provisions
of the law as in effect prior to the enactment of the bill and who attains

59766-—60——7
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age 65 after 1960 will have his average monthly wage, for the pur-
pose of determining his old-age insurance benetit amount, computed
under the present provisions of section 215(b) rather than under the
amended provisions in the bill, unless he qualifies, after 1960, for a
work recomputation. In the absence of such a provision, a person who
is now receiving a disability insurance benefit and who attains age 65
after 1960 might receive a larger old-age insurance benefit when he
reaches age 65 solely because of the change made in the method of
computing the average monthly wage, and not because of any addi-
tional earnings on his part.

Section 303 (h) of the bill is a saving clause to retain the present
provisions of section 215(f) (3) (relating to a recomputation to in-
clude earnings in the year of entitlement to old-age insurance benefits,
ar the year of death, in the benefit computation) in those cases where
the recomputation is made on the basis of an application filed on or
after the date of enactment of the bill, to take account of earnings in
the year of entitlement or death of an individual who became entitled
to benefits or to a work recomputation before 1961, or who died before
1961.

Paragraph (1) of section 303 (h) provides that any recomputation
described in the preceding paragraph shall be made as if the individual
had first become entitled to old-age insurance benefits in the month in
which he filed the application for the recomputation or the month in
which he died, whichever is applicable. This change has the effect of
removing the requirement in existing law that only the starting dates
and benefit formulas for which the individual qualified at the time of
the original benefit computation can be used in the recomputation.
The effect of removing this requirement in the recomputation will be to
permit the consideration of all starting dates and benefit formulas for
which the beneficiary could qualify, under other applicable provisions
of law, on the basis of his earnings through the year of entitlement to
benefits or the year of death, whichever is applicable.

Paragraph (2) of section 803 (h) precludes the use of the provisions
of section 215(b) (4) (relating to the dropout of up te 5 years in which
earnings were lowest) in such recomputations unless the worker other-
wise meets the requirements for the-deepout. Without this provision,
any individual who became entitled to benefits after August 1954 and
did not meet the qualifications for the dropout could have a dropout
merely by filing an application for this recomputation.

Section 303(h) also provides for a special recomputation, based on
an application filed on or after the date of enactment of the bill,
of benefits based on the primary insurance amount of an individual who
was disadvantaged by the present provisions of section 215(£) (3) in
that the recomputation had to be made using the same starting date
and benefit formula as his original computation, even though at the
time he applied for the recomputation he had met the requirements
for a more favorable method. A recomputation under this subsection
will be effective for and after the first month for which the last pre-
vious recomputation of such worker’s primary insurance amount
under section 215 was effective, but not more than 24 months before
the month in which the application for the recomputation is filed.

Paragraph (1) of section 303(i) of the bill provides that, in the
case of an application for a work recomputation under section 215 (f)
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(2) of the Social Security Act which is filed after 1954 and before 1961,
the provisions of section 215 (f) (2) of such act as in effect before the
enactment of this bill are to apply. Paragraph (2) of subsection (i)
provides that in any case wheve an individual who died after 1954 and
prior to 1961 was entitled to an old-age insurance benefit at the time
of his death, the special work recomputations (including recalcula-
tions involving railroad compensation) for the purpose of survivors’
benefits provided under section 215(f) (4) of the act will be made
under the present provisions of section 215 of the law rather than
under the amendments made by the bill.

Section 303(j) of the bill provides that in any case where an in-
dividual whose benefits were computed under the revised method pro-
vided by the bill was entitled, under the provisions in the law relating
to the retroactive payment of benefits, to a benefit for any month prior
to January 1961, the average monthly wage as determined under
the amendments, rather than an average monthly wage determined
under the present provisions of the law, will be used in determining
his primary insurance amount for such prior month.

Section 303(k) of the bill amends section 102(f) (2) (B) of the
Social Security Amendments of 1954 (relating to the recomputation
provided by those amendments for people then already on the benefit
rolls who acquire six quarters of coverage after June 30, 1953, to permit
the dropout of up to 5 years of low earnings) to provide that the re-
computation shall be made only under existing provisions of the law.
Section 303 (k) also corrects a typographical error in existing law.

SECTION 304. ELIMINATION OF CERTAIN OBSOLETE RECOMPUTATIONS

Section 304 of the bill provides that certain recomputations "(de-

scribed below) provided in existing law that have served their primary
urpose and are now seldom used are not to apply in the case of

msured individuals who are alive on January 1, 1961, unless appli-
cation for the recomputation was filed before that date. Survivors
of an insured individual who died before 1961 will not be affected by
these amendments and hence will be able to get any recomputation
to which the insured individual would have been entitled had he
applied during his lifetime.

Section 304(a) of the bill amends section 215(f) (5) of the Social
Security Act, which is a provision for recomputation to include 1952
self-employment income where an individual became entitled to an
old-age insurance benefit or died in 1952. This recomputation was
provided in order to include in the benefit computation of a person
who retired or died in 1952 his self-employment income in a taxable
year beginning or ending in 1952. A .

Section 304(b) of the bill amends section 102(e) (5) of the Social
Security Amendments of 1954, which provides a “work recomputa-
tion” under the law in effect prior to those amendments for insured
individuals who qualified for the recomputation before September
1954 but did not file application forit. ' .

Section 304(¢) of the bill amends section 102(e) (8) of the Social
Security Amendments of 1954, which makes possible the use, after
August 1954, of the recomputation, provided in the law in eifectﬁ)efoye
those amendments, to include in the bhenefit computation earnings in
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the two calendar quarters before entitlement or death where entitle-
ment or death occurred before September 1954. This recomputation
was provided because, as a result of the time lag in reporting and
recording earnings, records of such earnings were not available at
the time of initial computation. The recomputation cannot apply in
any case where entitlement or death occurred after August 1954, when
the computation of the average monthly wage was changed so as to be
based on full calendar years rather than calendar quarters.

Section 304(d) of the bill amends section 5(c) (1) of the Social
Security Act Amendments of 1952, which provides.a recomputation to
include post-World War II military service wage credits for insured
individuals or survivors on the benefit rolls in August 1952. This
recomputation was provided in order to include such credits where
they could not have been used at the time of the insured individual’s

original computation.

TITLE IV—DISABILITY INSURANCE BENEFITS AND THE
DISABILITY FREEZE ‘

BECTION 401. ELIMINATION OF REQUIREMENT OF ATCAINMENT OF AGE
50 FOR DISABILITY INSURANCE BENEFITS

Agerequirement

Section 401(a) of the bill amends section 223(a) (1) (B) of the
Social Security Act so as to eliminate the requirement that an indi-
vidual must have attained the age of 50 in order to be eligible for

disability insurance benefits.

Conforming amendment

Section 401(b) of the bill amends section 223(c) (3) of the act to
make a conforming change by removing the provision restricting the
beginning of a person’s waiting period to no earlier than the first day
of the sixth month before the month he attains the age of 50.

Ejffective date

Section 401 (¢) of the bill provides that the amendments made by
section 401 of the bill shall apply only with respect to monthly benefits
for months after the month following the month in which the bill is
enacted, based on applications filed in or after the month of enactment.

SECTION 402. RLIMINATION OF THE WAITING PERIOD IFOR DISABILITY
INSURANCE BENEFITS IN CERTAIN CASES

Nowaiting period in second disabilities

Section 402(a) of the bill amends section 223 (a) (1) of the Social
Security Act to provide that an individual may become entitled to dis-
ability insurance benefits for the first month throughout which he
is under a disability and is insured, provided he was entitled to dis-
ability insurance benefits which terminated, or had a prior period of
disability which ceased, not more than 60 months before such first
month. Tor such an individual, this provision in the bill would elimi-
nate the waiting period requirement and make an exception to the gen-
eral rule that a person must be disabled for at least 6 full months before
he may receive benefits. :
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Compgctatz'on of disability insurance benefits in cases of second dis-
ability

Section 402(b) of the bill amends section 223(a) (2) of the Social
Security Act to provide that the amount of the disability insurance
benefits payable to an individual who is disabled a second time within
60 months will be equal to his primary insurance amount computed as
though he became entitled to an old-age insurance benefit in the first
month for which he becomes entitled to such disability insurance bene-
fits. (For a further amendment to see. 223(a) (2) to bring it into
conformity with the new computation procedures provided under the
bill, see sec. 303 (f) (discussed above).)

Advance filing of applications

Section 402(c¢c) of the bill amends section 223(b) of the Social
Security Act to permit the filing of a valid application for disability
insurance benefits as early as 9 months before the applicant is entitled
to benelits (as under present law), or 6 months 1f the applicant is
disabled a second time within 60 months, and to provide that any appli-
cation filed within such 9-month perioci or such 6-month period shall
be deemed to have been filed in the first month for which the appli-
cant is entitled to benefits. Thus, if an individual is not under a dis-
ability (as defined in sec. 223 (c) (2) of the act) when he files applica-
tion for disability insurance benefits but is determined to be under such
disability within such 9-month period or such 6-month period, his ap-

lication would be deemed to have been filed in the first month in which
Ee is under such disability. Under present law an individual is re-
quired to be under a disability at the time of filing, This provision
eliminates the need for a new application from an individual who is
determined not to be under a disability when he files if he is under a
disability which begins within the period throughout which the
application is otherwise valid,
Reguirement of continuous disability for retroactive payment

Section 402(%2 of the bill further amends section 223(b) of the
Social Security Act to provide that an individual entitled to disability
insurance benefits without serving a waiting period because he is dis-
abled a second time within 60 months would (like all other applicants
for disability insurance benefits under present law) have to be con-
tinuously disabled from the first month for which such benefits are
retroactively payable until he files application therefor. Such an
individual could thus be entitled to benefits for as many as 12 months
before the month in which he files application (but in no case for any
month before the month of enactment of this provision).

Period of disability of less than 6 months

Section 402 (e) (1) of the bill amends section 216 (i) (2) of the Social
Securit?' Act to provide that a period of disability of less than 6
months’ duration may be establis%ned for an individual who becomes
entitled to disability insurance benefits without serving a waiting
period because he is disabled a second time within 60 months. Under
present law, no period of disability may be established until an in-
dividual has been under a disability for at least ¢ full calendar months.

Section 402 ge) (2) further amends section 216(i) (2) of the act to
provide that the application for a determination of disability of an
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individual who becomes entitled to disability insurance benefits with-
out serving a waiting period because he is disabled a second time within
60 months may be filed up to 6 months before he becomes entitled to such
benefits. Other applicants for determinations of disability, as under

resent law, may file valid applications no earlier than 3 months be-

ore a period of disability may begin. Any application filed for a
determination of disability by an individual who is not under a
disability (as defined in sec. 223((21(2) of the act) at the time of
filing would be deemed to have been filed in the first month in which he
is under such disability if he is determined to be disabled within the
3-month period (of 6-month period if the individual is disabled and
becomes entitled to disability insurance benefits a second time within
60 months) for which his application is otherwise valid.

Effective dates

Section 402(f) of the bill provides effective dates for the amend-
ments made by section 402. The amendments made by subsections (a)
and (b), relating to the payment of disability insurance benefits in the
case of an individual who becomes disabled a second time within 60
months, would be applicable only with respect to monthly benefits for
the month in which the bill is enacted and subsequent months., The
amendment made by subsection (c), relating to the time for filing
valid applications for disability insurance benefits, would be applica-
ble only with respect to applications filed no earlier than 6 months
before the month in which the bill is enacted. The amendment made
by subsection (d), relating to the payment of disability insurance
benefits retroactively, would be applicable only with respect to ap-

lications for benefits under section 223 of the Social Security Act

led in or after the month in which the bill is enacted. The amend-
ments made by subsection (e), relating to periods of disability of less
than 6 months’ duration, would be applicable only in the case of
individuals who became entitled to benefits under such section. 223
in or after the month in which the bill is enacted.

SECTION 403. PERIOD OF TRIAL WORK BY DISABLED INDIVIDUAL

Section 403 (a) of the bill deletes the existing section 222(c) of the
Social Security Act relating to services performed pursuant to a State-
approved rehabilitation program and substitutes therefor a new
section 222(c). Under present law an individual entitled to benefits
on account of his disability or to a period of disability is not regarded
as able to engage in substantial gainful activity solely by reason of
sel'vi(}:;as of this nature rendered in a period not to exceed 12 calendar
months.

Trial work provision

Paragraph (1) of the new section 222(c) defines a period of trial
work for disability insurance beneficiaries and childhood disability
beneficiaries as a period which begins and ends as provided in subse-
quent provisions of the subsection.

Work disregarded during period of trial work

Paragraph (2) of the new section 222(c) provides that services
rendered during a trial-work period by an individual are not to be
considered in determining whether his disability has ceased during
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such period. “Services” are defined as activity which is performed
for remuneration or gain or is determined by the Secretary to be of
a type normally performed for remuneration or gain.

When period of trial work begins v

Paragraph (3) of the new section 222(c) provides that a period of
trial work will begin with the month in which an individual becomes
entitled to disability insurance benefits or childhood disability bene-
fits, or the month after the month in which the bill is enacted, if
later (or, in the case of childhood disability benefits, the month in
which the individual attains age 18, if that is later). This paragraph
also provides that an individual may have no more than one period
of trial work during any one period of disability. No period of trial
work would begin for a person for whom a period of disability is
established but who is not entitled to disability insurance benefits.

When period of trial work ends

Paragraph (4) of the new section 222(c¢c) provides that a period
of trial work (beginning as provided above) shall end with the ninth
month in which the individual renders services (whether or not such
9 months are consecutive) or the month in which his physical or
mental impairment improves to a point where by reason of such
improvement he is able to engage in substantial gainful activity,
whichever is earlier.
No trial-work period in certain reentitlement cases - l/s

Paragraph (5) of the new section 222(c) provides that any person
entitled to disability insurance benefits without serving a waiting
period (because he has had a prior period of disability which ceased
within the 60 months preceding the onset of the current disability)
may not have a period of trial work while so entitled.

Extension of disability insurance benefits

Section 403 (b) of the bill amends paragraph (1) of section 223(a)
of the Social Security Act to provide that disability insurance benefits
shall be payable for the month in which the disability ceases and
for the 2 succeeding months. Under present law such benefits are
not payable for the month in which the disability ceases or for any
month thereafter. This provision would permit time for previously
disabled persons to find jobs and adjust to work routines. This 3-
month extension of benefits would be in addition to the period of trial
wvork where such a period occurs.
Entension of period of disability

Section 403(c) of the bill amends section 216(i) (2) of the Social
Security Act to provide that a period of disability shall end with the
second month after the month in which disability ceases. Present law
provides that a period of disability shall end with the month in which
the disability ceases. This provision would make the period of dis-
ability coextensive with the period for which disability insurance
benefits are payable—i.e., in most cases, such benefit period plus the
6-month waiting period before benefits become payable. In present
law disability insurance benefits are not payable for the month in
which the disability ceases, whereas the period of disability ends with
the end of such month and therefore always extends 1 month beyond
the last month for which benefits are payable.
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Ewmtension of childhood disability benefits

Section 403 (d) of the bill amends section 202(d) (1) of the Social
Security Act to provide that (as in the case of the amendment to the
disability insurance benefit provisions described above), childhood
disability benefits will be payable for the month in which the dis-
ability ceases and for the 2 succeeding months. Under presentTaw
such benefits are not payable for the month in which the disability
ceases or for any month thereafter.

E'ffective dates -

Paragraph (1) of section 403 (e) of the bill provides that the amend-
ment made by section 403(a), relating to the provision of a trial-work
period, shall be effective only with respect to months beginning after
the month in which the bill is enacted.

Paragraph (2) of section 403(e) provides that the amendments
made by sections 403 (b) and (d), relating to benefit payments for the
month in which the disability ceases and the 2 succeeding months,
shall be applicable only with respect to benefits under section 223(a)
or 202(d) of the Social Security Act for months after the month in
which the bill is enacted in the case of individuals who, without regard
to such amendments, would have been entitled to such benefits for the
month in which the bill is enacted or for any succeeding month.

Paragraph (3) of section 403 (e) provides that the amendment made
by section 403(c), relating to the extension of a period of disability
for 2 months after the month in which disability ceases, shall be ap-
plicable only in the case of individuals who have a period of disability
(as defined 1n section 216(i) of the Social Security Act) beginning on
or after the date of the enactment of the bill, or beginning before such
date and continuing, without regard to such amendment, beyond the
end of the month in which the bill is enacted.

SECTION 404, SPECIAL INSURED STATUS TEST IN CERTAIN CASES FOR
DISABILITY PURIPOSES

Alternative work requirement

Section 404 (a) of the bill provides an alternative requirement for an
individual who cannot meet the work requirements for disability pro-
tection as provided under sections 216(i) (3) and 223 (c) (1) of the
Social Security Act. Such sections presently require that, in order for
a period of disability to begin for an individual with respect to a day in
any quarter, or in order for an individual to be insure({)for disability
insurance benefits for a month in any quarter, an individual must
bo fully insured and have not less than 20 quarters of coverage out
of the 40-quarter period ending with such quarter. Under the alterna-
tive requirement provided by the amendment, an individual who
could not meet the existing requirements with respect to any quarter
would be deemed to have met them if he had not less than a total of 20
quarters of coverage and if all quarters elapsing after 1950 and up to
such quarter (which in no event may be less than 6) were quarters of
coverage for him.

Ejfective date

Section 404 (b) of the bill provides that section 404 (a) shall be effec-
tive only with respect to applications for disability insurance benefits
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or for disability determinations under sections 223 and 216 (1), respec-
tively, of the Social Security Act (and applications for monthly bene-
fits under section 202 of such Act based on the earnings record of the
disability insurance beneﬁciary? filed in or after the month of enact-
ment of the bill, and only in the case of a person who but for such
subsection could not meet the req]uirements for such benefits or such
determination in the quarter in which the bill is enacted or any prior
quarter. No benefits for the month in which the bill is enacted or any
prior month will be payable or increased by reason of section 404 (a).

TITLE V-EMPLOYMENT SECURITY

SECTION 501. AMENDMENTS TO TITLE IX OF SOCIAL SECURITY ACT

Section 501 (a) of the Lill amends seetion 902(2) of the Social Security
Act (1) by raising from $200 million to $500 million the amount au-
thorized to be built up in the Federal unemployment account from
Federal unemployment tax revenues, and (2) by striking out a refer-
ence to section ‘1202 ¢”’ of the act and substituting therefor “1203”’ to
conform to a similar-change made by section 502(a) of the bill.

Section 501(b) of the bill amends section 903(b) of the Social Secu-
rity Act by designating the present subsection (b) as paragraph (1) of
subsection (b) and adding a new paragraph (2).

The new subsection (b) deals with States which are not eligible for
certification under section 303 of the Social Security Act or which have
laws which are not approvable under section 3304 of the Federal Un-
employment Tax Act. The substance of paragraph (1) of the new
subsection (b) is the same as the substance of existing section 903(b).
In general terms, the share of any such State is held for 1 year in the
Federal unemployment account. If, during that year, the Secretary
of Labor finds and certifies to the Secretary of the Treasury that the
requirements of section 303 of the Social Security Act and of section
3304 of the IFederal Unemployment Tax Act are now satisfied in the
case of such State, the Secretary of the Treasury transfers such State’s
share (with no interest) to the account of such State in the unemploy-
ment trust fund. If, however, the Secretary of Labor does not so find
and certify during the l-year period, then the amount which was
available for transfer to the account of such State ceases to be available
for such purpose and instead becomes unrestricted as to use as part of
the Federal unemployment account,

Paragraph (2) of section 903(b) is a new provision. 1t requires
that any amount which would otherwise be transferred to the account
of a State by reason of section 903(a) or section 903(b)(1) is to be
reduced by the balance of advances made from the Federal unem-
plovment account to such State under section 1201. The amount of
this reduction, instead of being credited to the account of the State
under section 903 (a), will be transferred to the Federal unemployment
account and will be credited against, and operate to reduce, the balance
of advances made to the State under section 1201, Similarly, any
amount otherwise transferable to the State’s account from the Federal
unemployment account, as provided in section 903(b) (1) (because the
State law is then approvable under sec. 3304 and certifiable under
scc. 303) will be retained in the Federal unemployment account at
such time becoming unrestricted as to use as part of the Federal
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uneraployment account, and will be credited against, and operate to
reduce, the balance of advances made to the State under section 1201.
Transfer to or retention in the Federal unemployment account, as
the case may be, will be made as of the date the sums would otherwise
have been transferred to the State’s account. Any balance of ad-
vances made before the enactment of this bill will first be reduced,
and any balance of advances made thereafter will next be reduced.

Section 501(c) of the bill amends section 904(b) of the Social
Sccurity Act by striking out a reference to section ““1202(¢)”’ and sub-
stituting therefor ““1203”’ to conform to a similar change made by
scction 502(a) of the bill.

Section 501(d) of the bill amends scction 904(e) of the Social
Sccurity Act by striking out a reference to section “1202(c)”’ and
substituting therefor “1203” to conform to a similar change made by
section 502(a) of the bill.

SECTION 502, TITLE XII OF THE SOCIAL SECURITY ACT

Section 502 of the bill amends title XII of the Social Security Act
to substitute a new text therefor, consisting of sections 1201 to 1204,
inclusive. This title of the Social Security Act provides for advancing
funds to State unemployment funds from the Federal unemployment
account in the Unemployment Trust Fund.

TITLE XII—-ADVANCES TO STATE UNEMPLOYMENT FUNDS
SECTION 1201. ADVANCES TO STATE UNEMPLOYMENT FUNDS

(a) Advances.—Subsection (a) of section 1201 provides that
advances shall be made to. the States from the Federal unemployment
account in the Unemployment Trust Fund under the conditions
specified and shall be repayable (without interest) in the manner
provided in the following provisions of the Social Security Act:

(1) Section 901(d) (1) relating to repayment by the transfer to
the Federal unemployment account of the additional tax received
by reason of the reduced credits provisions of section 3302(c) (2)
or (3) of the Federal Unemployment Tax Act, and the crediting
of the amount so transferred against the balance of outstanding
advances made to the State.

(2) Section 903(b)(2) relating to repayment by the transfer to
the Federal unemployment account of the amount that otherwise
would be transferred to the account of a State to be credited
ngz&inst the balance of outstanding advances made to the State;
an '

(3) Scction 1202 relating to repayment by a State of outstand-
ing advances by transfers from the State account.

An advance may be made to a State for the payment of compensa-
tion in any month if (A) the Governor of the State applies for such’
advance no earlier than the 1st day of the preceding month, and
(B) he furnishes to the Secretary of Labor his estimate of the amount
of an advance which will be required by the State for the payment of
unemployment compensation in such month, A State may make
more than one application with respect to a month.

After receiving an application, the Sceretary of Labor is required
to (A) determine the amount (if any) which he finds will be required
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by the State for the payment of unemployment compensation in such
month, making due allowance for contingencies that may occur
during the month and taking into account all other amounts that will
be available in the State’s fund; and (B) certify to the Sccretary of the
Treasury the amount so determined (which may not be greater than
the amount requested by the Governor of the State). The aggregate
amount so certified by the Secretary of Labor with respect to any
month shall not exceed the amount which the Secrctary of the
Treasury reports to him is available in the Federal uncmployment
account for such advances.

Subsection (a) of section 1201 continues the existing provision of
law that for purposes of the subsection—

(1) the application for an advance shall be made on such forms,
and shall contain such information and data (fiscal and otherwise)
concerning the operation and administration of the State unem-
ployment compensation law, as the Secretary of Labor deems
necessary or relevant to the performance of his duties under
title XTI, and

(2) the term ‘“‘compensation’” means cash benefits payable to
individuals with respect to their unemployment, exclusive of
expenses of administration.

(b) Transfer of amount certified.—Subsection (b) of section 1201
continues the requirement of existing law that the Secretary of the
Treasury shall, prior to audit or settlement by the General Accounting
Office, transfer from the Federal unemployment account to the account
of the State in the Unemployment Trust Fund, the amount certified
for advance by the Secretary of Labor (but not exceeding the amount
in the Federal unemployment account at the time of the transfer which
is not restricted as to use pursuant to section 903(b)(1)).

SECTION 1202, REPAYMENT BY BTATES OF ADVANCES TO STATE
UNEMPLOYMENT FUNDS

This section, as does section 1202(a) of existing law, provides that
the Governor of any State may at any time request that funds be
transferred from the State’s account to the Federal unemployment ac-
count in repayment of part or all of the balance of advances made to
such State. If there are outstanding balances of advances made
both before and after the enactment of -this bill, the Governor may
specify against which balance the payment shall be applied. The
Secretary of Labor is required to certify to the Secretary of the
Treasury the amount and balance stated in the request against which
the payment shall apply; and the Secretary of the Treasury is required
to promptly transfer such amount in reduction of such balance.

SECTION 1203. ADVANCES TO FEDERAL UNEMPLOYMENT ACCOUNT

This section is the same as section 1202(e) of existing law, and
authorizes the appropriation to the Federal unemployment account,
as repayable advances (without interest), of such sums as may be
IAeccssary to carry out the purposes of title XII of the Social Security

ct.
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SECTION 1204. DEFINITION OF GOVERNOR

Section 1204 is the same as section 1203 of existing law. It provides
that for purposes of title XII, the term ‘“Governor’’ includes the
Commissioners of the District of Columbia. -

Section 502(b) of the bill is a new transitional provision. This sub-
section provides that no advance shall be made on or after the effective
date of this bill on the basis of an application made under section
1201(a) of the Social Security Act as in effect before such date.
An exception, however, is made if (A) some but not all of an advance
certified by the Secretary of Labor to the Secretary of the Treasury was
transferred to a State’s account, and (B) the Governor of such State,
after the enactment of this bill, requests the Secretary of the Treasury
to transfer all or any part of the remainder to the State’s account.
In this situation, the amount so requested or (if smaller) the amount
available in the Federal unemployment account shall be transferred
to the State’s account. Even though all of the remainder is not
transferred pursuant to such request, there will be no further transfer
unless and until there is another request from the Governor. It is
provided that any amount so transferred will be treated as an ad-
vance made before the date of the enactment of this bill. No transfer
may be made, however, after the 1-year period beginning on the date
this bill is enacted.

SECTION 6503. FEDERAL UNEMPLOYMENT TAX ACT

Section 503 of the bill amends section 3302 of the Internal Revenue
Code of 1954, relating to computations of credits against the tax by
stl)'ikindg E)(;l)t subsection (c¢) and inserting in licu thereof new subsections
(¢) an .

Section 3302(a) permits credit against the Federal tax for contribu-
tions with respect to the ‘taxable year paid into a State unemploy-
ment fund on or before the due date of the Federal return for such
year. Credit is also permitted under existing law for contributions
paid after the due date of the Federal return but this credit is not to
exceed 90 percent of the amount which would have been allowable
as credit on account of such contributions had they been paid on or
before the due date of the Federal return. An additional credit is
allowable under section 3302(b) with respect to the amount of con-
tributions which a taxpayer is relieved from paying to an unemploy-
ment fund under the experience rating provisions of a State law which
has been certified for the taxable year as provided in section 3303
of the code. Secction 3302(c)(1) provides that the total credits allowed
to a taxpayer shall not exceed 90 percent of the tax against which
such credits are allowable.

The amendment to section 3302 makes no change in the credits
allowable under subsections (a), (b), and (c)(1) of section 3302 of
existing law. Subsection (¢)(2) of existing law, which provides for a
reduction in the amount of total credits allowable under certain cir-
cumstances, appears as a new subsection (¢)(2) with no substantive
change (other than changing the December 1-date to November 10,
and placing such date in new subsection (d)(3)), but is limited in
application to an advance or advances made before the date of enact-
ment of your committee’s bill. If an advance or advances made
under title XII of the Social Security Act before the date of the
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enactment of this bill remain unreturned on January 1 of each of 4
consecutive taxable years, the total credits allowable to a taxpayer
subject to the unemployment compensation law of such State are
reduced (by 5 percent of 3 percent or 0.15 percent with respect to
wages paid by such taxpayer during such taxable year whicll are
attributable to such State) for the taxable year beginning with the
fourth such January 1, unless prior to November 10 of that taxable
year the aggregate amount of all such advances theretofore made to
the account of such State has been fully returned. The total credits
otherwise allowable will be further reduced (by an additional 5 per-
cent of 3 percent for each such succeeding taxable year with respect
to wages paid by such taxpayer during each such taxable year wgich
are attributable to such State) in the case of any succeeding taxable
year beginning with a consecutive January 1 on which a balance of an
unreturned advance or advances exists, unless prior to November 10
of that taxable year the aggregate amount of all such advances there-
tofore made to the account of the State prior to such date is fully
returned.

Section 3302 is further amended by providing a new subsection
(¢)(3). New subscction (¢)(3)(A) provides that if an advance or
advances made under title XII of the Social Security Act on or after
the date of the enactment of this bill remain unreturned on January 1
of each of 2 consecutive taxable years, the total credits (after applying
subsecs. (a), (b), and (¢) (1) and (2) of sec 3302) allowable to a tax-
payer subject to the unemployment compensation law of such State
are reduced (by 10 percent of 3 percent or 0.3 percent with respect
to wages paid by such taxpayer during such taxable year which aro
attributable to such State) for the taxable year beginning with the
second such January 1, unless prior to November 10 of that taxable
year the aggregate amount of all such advances theretofore made to
the account of such State has been fully returned. Thus, if there is
a balance outstanding as of the beginning of November 10, the reduced
credit provisions will apply to the State even though there may have
been no balance outstanding for some period between January 1 and
November 10 of the taxable year. The total credits will be further
reduced (by an additional 10 percent of 3 percent for each such suc-
ceeding taxable year with respect to wages paid by such taxpayer dur-
ing such taxable year which are attributable to such State) in the case
of any succeeding taxable year beginning with a consecutive January 1
on which a balance of unreturned advances exists unless prior to
November 10 of that taxable year the aggregate amount of all such
advances theretofore made to the account of the State prior to such
date is fully returned.

New subsection (¢)(3)(B) provides that the total credits otherwise
allowable to the taxpayer for the taxable year will be further reduced
(in addition to the reduction provided in subsec. (¢)(3)(A)) in the
case of a taxable year beginning with the third or fourth consecutive
January 1 as of the beginning of which there is such a balance of
advances, unless prior to November 10 of the taxable year the aggre-
gate amount of all such advances theretofore made to the account of
such State has been fully returned, or unless the average employer
contribution rate for such State for the calendar year preceding such
taxable year is at least 2.7 percent. The additional reduction, if any,
for each such taxable year shall be an amount determined by multi-
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plying wages paid by such taxpayer during such taxable year which
are attributable to such State by the percentage by which 2.7 percent
exceeds the average employer contribution rate for such State for the
palendar year immediately preceding such taxable year. The average
employer contribution rate is defined in new subsection (d)(4) as
the percentage obtained by dividing the total of the contributions
paid into the State unemployment fund with respect to such cal-
endar year, by the total of the remuneration subject to contribu-
tions under the State unemployment compensation law (State
taxable wages) with respect to such calendar year. New subsection
(c)(3)(C) provides that the total credits otherwise allowable to the
taxpayer for the taxable year will be further reduced (in addition to
the reduction provided in subsec. (¢)(3)(A)) in the case of a taxable
year beginning with the fifth or any succeeding consecutive January
1 as of the beginning of which there is such a balance of advances,
unless prior to November 10 of the taxable year the aggregate
amount of all such advances theretofore made to the account of
such State has been fully returned, or unless the average employer
contribution rate for such State for the calanddr year precec §ng such
taxable year was equal to the 5-year benefit-cost rate applicable to
such State or 2.7 percent, whichever is higher. The additional reduc-
tion, if any, for each such taxable year shall be an amount determined
by multiplying the wages paid by such taxpayer during such taxable
year which are attributable to such State by the percentage by which
the 5-yecar benefit-cost rate applicable to such State for such taxable

ear, or (if higher) 2.7 percent, exceeds the average employer contri-
Kution rate for such State for the calendar yecar preceding such taxable
year. The 5-year benefit-cost rate is defined in new subsection (d)(5)
as the percentage obtained by dividing one fifth of the total of
the compensation paid under the State unemployment compensa-
tion law during the 5-year period ending at the close of the second
calendar year preceding such taxable year by the total of the remuner-
ation subject to contributions under the State unemployment com-
pensation law (State taxable wages) with respect to the first calendar
year preceding such taxable year. If the average employer contribu-
tion rate for purposes of reductions described in section 3302(c)(3)(C)
is 2.7 percent or higher, such rate shall be recomputed and determined
by dividing the sum of employer contributions paid into the unem-
pﬁ)yment fund of such State and employee payments into the fund
which are to be used solely in payment of-unemployment compensa-
tion by the total of the remuneration subject to contributions under
the State unemployment compensation law (State taxable wages)
with respect to such calendar year. ’

The amendments of section 3302(c) contemplate that the reduced
credit provisions are to apply separately for old advances and for
new advances. Thus, if the additional tax collected—by Teason of
section 3302(c)(2) exceeds the balance of advances described in that-
paragraph, the excess goes to the State account and not to reduce
the balance of advances described in section 3302(c)(3). The same
principle would apply to ecxcess collections under section 3302 (c)(3)
where a balance of advances described in section 3302(c)(2) continued
to exist.

A new subsection (d) is added to section 3302, providing decfinitions
and special rules relating to subsection (¢). Paragraph (1) provides,
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as does the present law, that the wages attributable to a particular
State are those subject to the unemployment compensation law of
the State, or if not covered by any State law, as determined under
rules and regulations prescribed by the Secretary of the Treasury or
his delegate. Paragraph (2) provides that reductions in credits under
paragraph (2) or (3) of section 3302(c) with respect to any State shall
not apply for a taxable year if as of the beginning of November 10
of such year there is no balance of advances referred to in such para-
graph (2) or (3) of subsection (¢). Paragraph (3) defines average em-
ployer contribution rate. Paragraph (4) defines the 5-year benefit-
cost rate. Paragraph (5) provides that if any percentage referred
to in either subparagraph (B) or (C) of subsection (¢)(3) is not a
multiple of 0.1 percent, it shall be rounded to the nearest multiple
of 0.1 percent. Thus, if a percentage is 2.57 percent, it shall be rounded
to 2.6 percent; if it is 2.53 percent, it shall be rounded to 2.5 percent;
or if 1t is 2.96 percent, it shall be rounded to 3.0 percent. In the case
of subparagraph (C) of section 3302(c)(3), the two rates referred to
shall not be rounded until the difference is determined. For example,
if the 5-year benefit-cost rate is 3.26 and the average employer con-
tribution rate is 3.14, the difference is 0.12 and the reduction in credit
would be 0.1 percent of wages. If these two rates were rounded sepa-
rately, 3.26 would be increased to 3.3 percent and 3.14 would be de-
creased to 3.1 percent, and the difference would be 0.2 percent.
Paragraph (6) provides that the percentages referred to in subsection
(¢)(3) (B) or (C) shall be determined by the Secretary of Labor and
certified to the Secretary of the Treasury before June 1 of a taxable
year on the basis of a report furnished to the Secretary of Labor by
the State before May 1 of such year. Any State report shall be as of
the close of March 31 of the taxable year. Paragraph (7) is a cross
reference to section 104 of the Temporary Unemployment Compensa-
tion Act of 1958 which relates to the reduction of total credits allowable
under subsection (¢). Subsection (¢) of section 523 of the bill provides
that the amendments made by subsection (a) shall apply only with
respect to the calendar year 1961 and calendar years thercafter.

The application of section 3302(c) as amended by scction 503 of
the committee’s bill may be illustrated by the following example:

Example.—Assume that State Z received an advance of $30 million
on July 10, 1957, and that after the enactment of the bill State Z re-
ceives advances in July, August, September, October, and November
of 1960 totaling $170 million, and additional advances in May, June,
July, August, September, and October of 1964 totaling $260 million.
The 1960 loan balance is repaid on March 5 —Pe following
tables will show t teation of the reduction of credit provisions

c).




106

SOCIAL SECURITY AMENDMENTS OF 1960

TABLE A.—Reduction of credits

Percentage | Percentago] Percentage Percentage | Date of addi- | Reduction
of credit of credit reduction reduction tional tax attributable
Federal taxable | reduction | reduction | attributable attributable paid by to effect of
year under under 3302 to effect of to effect of reason of 3302(c) based
3302(c)(2) | () (3)(A) | 3302(c)(3)(B) | 3302(c)(3)(C) reduction on wages
provisions paid in
1901 .. 0.15 |oumcecaicccfeecencccacmmacma]eaccceeamccanane Jan. 31,1962 1961
10629, ... .3 0.3 Jocmmcmmccccnccaa]rmeccemaeccaan Jan. 31,1963 1062
19638 o |eecamemaas ,6]004 (2.7-2.3) |emcmccmaeas Jan. 31,1964 1963
190448 feecaaea. .0 ¢ 3Q27-241)) 0 eeaeean Jan, 31,1965 1064
Lt <1 O NI L2 Jucaccaaaceneees 10.2 (2.88—2.7) | Jan, 31,1060 1968
e/ I PO, ) I PPN 1.1 (2.82—2,71)] Jan, 31,1067 1960

14th consecutive Jan. 1 has passed and the 1057 advance has not been repaid by Nov, 10.

3 2d consccutive Jan, 1 has(s)
consecutive Jan, 1 has passe
3 3d consccutive Jan, 1 has

reductions under see. 3302(¢)(2) have discharged the 1957 advance.
4 4th consecutive Jan. 1 has passed and the new advances have not been repaid by Nov. 10,
8 (Note: There is still a balance of advances made after the enactinent of the Employment Sccurity Act
of 1960, sinco all such now advances are aggregated and only a portion of the aggregate has been repaid.)

8 See tables B and D.
1 See tables B, C, and D,

TaBLE B.—State Z’s financial experience

[Amounts in millions of dollars)

assed and the new advances have not been repaid by Nov. 10, Also, the 5th
for the 1957 advance without repayment.
assed and the new advances have not been repaid by Nov. 10.  The credit

Employer
Benefits paid| Employer |State taxable | contribution | Federal tax-
Year by State contributions wages as percent able wages
of State tax-
able wages
1959, o e nas $260 $186 $7,050 2,34 $7,180
1960 . oo ce o 180 144 8,150 1,77 7,350
190) . oo macceae 160 1567 8,500 1.85 7,650
1902 Lo icaas 195 198 8, 600 2.30 7,750
1411 SRR 385 195 8,100 2. 41 1,300
1964, o e e cccriccceacmaacanae 263 221 8,200 2.70 7,380
1085, o e reccacencaccacamacaa— 185 228 8,400 2.71 7,550
1960 m e e e cmccmcc e amanea 190 225 8, 500 2.65 7,650
TaBLE C.—Determination of 6-year benefil-cost rate
{Amounts in millions of dollars)
Average | | DBenefit-——
Taxable year 5-year perlod .} Total-benefit-|—anntal ~ | Btate taxable| cost rate
— I B payments benefit wages (percent)
payments
1965, . oo meeacnae e 1959 to 1963........ $1, 180 $236 188,200 2.88
1966. .« ceeeecccemeeeaeeee 1960 to 1904 ... 1,183 237 28,400 2.82
! For 1964,

? For 1965,
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TaBLE D.—Automatic repayment of advances through reduced tax credits under
sec. 3302(c) (2) and (3)(A)

{Amounts in millions of dollars]

Amount of | To he pald | Percent of | Additional Percent of | Additional

Federal taxable federally by Jan. 31 | credit reduc- | taxes under | credit reduc-| taxes under
year taxable of— tion under 3302(c)(2) tion under ]3302(c)(3)(A)

wages 3302(c)(2) 3302(e)(3)(A)

| £4,1) SO $7,050 1962 0.15 £ B £ 20 MR N
1062, e eaeas 7,760 1063 .3 23.25 0.3 $23.26
4,11, J . 7,300 1004 |oceeicieecenemcacaane .6 43.8
1964 ccemcemaas 7,380 DAY R (SRR JORSSPRRPIIPRRN .9 60, 42
1965, e 7,650 1968 oo ccccaas 1.2 90. 6
1960, . cenaaicciamns 7,650 1907 feceemo e 1.6 114.78

TasLe E.—Additional tazes resulting from provisions pertaining to State tax yields
(sec. 3302(c)(3) (B) and (C))

Actually | Based on
Federal taxable year vatd by State tax Amount of tax equal to (In millions of dollars)—
an, 31— rate in—

1963 - oo ceccecaeaae 1064 1962 1963 Federal wages (from table B)X(2.7-1062 actual
average State employer contribution rate).!  $7,300X
(2.7—2.30) =$7,30040.4=$29.2,

1004, - oo ieeeeees 1065 1963 1964 Fedetal wages (from table B)X(2.7-1063 actual
average State employer contribution rate), $7,380X
(2.7-2.41)=%7,380X0.3=$22.14,

1965, . oo eeacmeaeme 1966 1964 1965 Federal wages (from table B)X(higher of 2.7 or
1950-63 cost rate minus 1964 actual average State
employer contribution rate), $7,550X(2.88—2.7) =
$7,550X0,2=$15.1,

1966 . o coceoeccmmacanns 1967 1965 1966 Federal wages (frotn table B)X(higher of 2.7 or
1060-64 cost rate minus 1865 actunl average Slate
employer contribution rate). $7,650X(2,82~2,71) =
$7,650%€0.1=$7.65.

i No employee contributions in State Z,

TasLe F.—Summary of repayment of advances

[Amounts in millions of dollars)

Reduced 1957 out-
Date on which | Additlonal | Additional |eredit when| standing | 1060loan | 1964loan. | To State
paid taxes under | taxes under | tax yicld | loan bal- balance balance | trust fund
3302(c) (2) ]3302(c)(3)(A)| Isinade- _ ance
. B -1 quato

Jan, 31, 1962..... $11.475 $18. 525 $170.0 oo e aa e
Jan, 23.25 10 146,756 ... ... §4.725
Jan, 31,1964 o] eeeeoao.f 438 | $20.2 ..., 273.75 $260.0 ..o
0 2600 fooo.._ ...
Jan 31,1965 cccn] oo eeeeao | 66,42 22,0 | 0 17044 ). ...
Jan, 31, 1966.....|.. ccceeeeec| 0006 16 oLl 0 65,74 |--ceee .t
Jan, 31, 1967 o] ccceeeeccl M7 768 | e 56. 66

1 On Nov, 10, 1963, the balance of the advance of $30,000,000 made in July 1957 is zero.
10n Mar. §, 1964, the balance of the 1860 advances totaling $170,000,000 is repaid by & payment of $73,
750,000, Additional 1964 advances totaling $260,000,000 are made between May 1 and Oct. 31, 1964,

SECTION 504, CONFORMING AMENDMENT

Section 104 of Temporary Unemployment Compensation Act of
1968 —Soction 504 of the bill amends section 104 (a) of the Temporary
Unemployment Compénsation Act of 1958 by striking out the words
“hby December 1’ and substituting therefor “before November 10 to
conform to a similar change made in section 3302(d)(3) of the Federal
Unemployment Tax Act by section 503 of the bill.

59766—60——8
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TITLE VI—MEDICAIL SERVICES FOR THE AGED
SECTION 601. AMENDMENTS TO TITLE 1 OF TiE SOCIAL SECURITY ACT

Section 601 of the bill amends title T of the Social Security Act so
as to authorize Federal financial participation in approved State plans
for old-age assistance or for medical assistance for the aged or for
both old-age assistance and medical assistance for the aged. Title I
of the Social Sceurity Act now authorizes such participation only in
State plans for old-age assistance. .

Subsection (a) of section 601 of the bill would change the heading
of title I of the Social Security Act so as to refleet the expansion of
that title.

Subsection (b) of section 601 of the bill revises sections 1 and 2 of
the Social Sceurity Act. Section 1 now states the purpose of title 1
of the act and authorizes appropriations therefor. The bill would
amend this section so as to indicate the additional purpose of enabling
the States as far as practicable under the conditions existing therein
to furnish medical assistance for the aged who are not recipients of
old-age assistance but whose income and resources are insufficient to
meet the cost of necessary medical services.

Section 2 of the Social Security Act now sets forth the conditions
which a Stats plan for old-age assistance must meet in order to be
approved by the Seeretary and thereby qualify for Federal financial
participation in expenditures under the plan.

The revised section 2 contains the requirements which State plans
must meet in order to qualify for Federal participation. These
requirements may be divided into three categories: (@) Those which
apply to both old-age assistance and medical assistance for the aged;
(0) those which apply only to old-age assistance; and (¢) those which
apply only to medical assistance for the aged.

(@) Requirements applying to both old-age assistance and medical
assistance for the aged.

A State plan must—

(1) Provide that it will be in effeet in all political subdivisions
and be mandatory upon those subdivisions if administered by
them;

(2) Provide for financial participation by the State which,
effective January 1, 1962, would have to extend to all aspects
of the State plan;

(3) Provide for establishment or designation of a single State
agency to administer or supervise administration of the plan;

(4) Provide for giving claimants a fair hearing if their claims
are denied or not acted upon with reasonable promptness;

(5) Provide methods of administration found necessary for the
proper and efficient operation of the plan—-these must include a
merit system for personnel;

(6) Provide for making of necessary reports to the Secretary;

(7) Provide safeguards against use and disclosure of information
concerning applicants and recipients for assistance for purposes
not directly connected with the administration of the plan;

(8) Provide all individuals an opportunity to apply for assist-
ance and provide that assistance will be furnished with reasonable
promptness to those who are eligible.
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These conditions appear in virtually identical form and substance
in the existing law except that the specific requirement mentioned
in item 2 above that the financial participation extend to all aspects
of the State plan does not appear in the cxisting law.

() Requirements applying only to old-age assistance.

A State plan must—

(1) Provide for taking into consideration any other income and
resources of an individual claiming old-age assistance in deter-
mining his need therefore;

(2) Include reasonable standards, consistent with the objectives
of the title, for determining the eligibility of individuals for old-age
assistance and the extent of such assistance;

(3) Provide a description of the services made available to
help applicants and recipients attain self-care; and

(4) Provide in case the plan includes payments of old-age
assistance to individuals in private or public institutions for a
State authority or authorities to be responsible for maintaining
standards for these institutions.

Items 1, 3, and 4 above arc the same as provisions now included in
section 2 of the Social Security Act. The language of item 2 is not
included in existing law.

(¢) Requirements applying only to medical assistance for the aged.
(These requirements do not appear in existing law.)

A State plan must—

(1) Provide for inclusion of some institutional and some non-
institutional care;

(2) Prohibit enrollment fees, premiums, and similar charges
as o condition of eligibility;

(3) Include necessary provision for furnishing of assistance to
residents of the State who are temporarily absent therefrom;

(4) Include reasonable standards for determining eligibility
for assistance and the extent of assistance which is consistent
with the objectives of the title;

(5) Provide that property liens will not be imposed on account
of benefits received under the plan during a recipient’s lifetime
(except pursuant to a court judgment on account of benefits
incorrectly paid), and limit recovery of benefits correctly paid
to recover from the recipient’s cstate after the death of his
surviving spouse, if any.

Subsection (b) of the revised section 2 of the Social Security Act
requires the Secretary of Health, Edueation, and Welfare to approve
any State plan which fulfills the conditions specified above, except
that he may not approve a plan which imposes as a condition of
eligibility for assistance under the plan an age requirement of more
than 65 years or a citizenship requirement which excludes any citizen
of the United States. These limitations are contained in existing
law. Also carried over from existing law would be a prohibition of
approval of a plan which, as to old-age assistance applicants, included
any residence requirement which excludes any resident of the State
who has resided therein for 5 years during the 9 years immediately
preceding his application and who has resided therein continuously
for 1 year immediately preceding his application. A different limita-
tion would be applied to the residence requirements which a State,
whose plan included medical assistance for the aged, could impose
as o condition of eligibility for such assistance. In the case of such
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a plan, approval would be prohibited if it included any residence
requirement which excluded any individual (applving for medical
assistance for the aged) who resides in the State.

Section 601(¢) of the bill would revise section 3(n) of the Social
Sceurity Act. This section sets forth the formula for determining
the amount of Federal payments which will be made with respeet to
expenditures under approved State plans.

Scetion 601(¢) of the bill would revise section 3(a) of the Social
Sccurity Act. Section 3(a) of existing law sets forth the formula
by which Federal payments to States with approved old-age assistance
plans are determined.  Federal payments to States (other than Puerto
Rico, the Virgin Islands, and Guam) are cqual to a portion of the
States’ expenditures (including expenditures for insurance premiums
for medical or remedial care, or the cost thereof):

(1) Four-tifths of the first $30 of the average monthly payment
per recipient; plus,

(2) The Federal percentage of the average monthly payment
per recipient over $30 and up to $65; plus,

(3) One-half of the administrative expenses.

Federal payments to Puerto Rico, the Virgin Islands, and Guam are
determined on a different basis:

(1) One-half of the first $35 of the average monthly payment
per recipient; plus,
(2) One-half of the administrative expenses.
(Federal percentage is defined in section 1101(a)(8) of the Social
Sccurity Aect, and varies according to the States’ per capita income.
The Federal percentage cannot be larger than 65 percent, or smaller
than 50 percent.)

The new section 3(a) would retain the existing provisions relating
to Federal payments in respeet State programs of old-age assistance
and would add two additional items for which Federal matching
would be available.  The first provides for increased Federal participa-
tion in the medical aspeets ol State old-age assistance programs.
The second provides for Federal payvments to States which institute
new programs of medical assistance for the aged who are not recipients
of old-age assistance.

For States other than Puerto Rico, the Virgin Islands, and Guam,
the increased Federal pavments in respeet to old-age assistance
medical programs would be the larger of-—

(@) The Federal medical percentage (as defined in see. 6(c)) of
expenditures over $65 and up to the smaller of —
(1) $77 times the number of old-age assistance recipients,
(i) Total expenditures for medical or remedial care plus
$65 times the number of old-age assistance recipients.
(h) 15 percent of the total expenditures for medical or remedial
care up to $12 times the number of old-age assistance recipients.
Under the new formula, increased old-age assistance medical pay-
ments to Puerto Rico, the Virgin Islands, and Guam would be the
larger of---
(@) One-half of average expenditures over $35 and up to the
smaller of--
(1) $41 times the number of old-age assistance recipients,
(i) Total expenditures for medical or remedial care plus
$35 times the number of old-age assistance recipients.
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(b) 15 percent of the total expenditures for medical or remedial
care up to $6 times the number of old-age assistance recipients,
The new section 3(a) would also provide for Federal payments to
States in respect to programs of medical assistance for the aged out of
the funds authorized by the new section 1.

Federal payments would be equal to the Federal medical percent-
age (as defined in sec. 6(c)) of the total amounts expended under ap-
proved plans for medical assistance for the aged plus one-half of the
States administrative expenses.

Seetion 601(d) is a conforming amendment to secetion 3(b)(2)(13) of
the act, striking out “‘old-age assistance’” and inserting in lieu thereof,
“assistance’’.

Section 601(e) of the bill is a conforming amendment to section 4
of the Act under which the Secretary could suspend or deny Federal
payments to States whose plans do not conform to the requirements
of the act or whose programs are operated in contravention of the
provisions of the State plan.

Section 601(f) amends section 6 of the act by creating three new
subsections. The new subsection (a) would restate the present
definitions pertaining to old-age assistance plans, except that the
present exclusion of persons who have ‘“been diagnosed as having
tuberculosis’”” would be changed so as to exclude only thase individuals
who have “been diagnosed as having pulmonary tuberculosis”.

The new subsection (b) would contain definitions relating to
medical assistance for the aged.

The term ‘“medical assistance for the aged” is defined to mean
payments for medical services to persons 65 and over who are not
recipients of old-age assistance, but whose income and resources are
insufficient to meet the cost of the following benefits:

(1) Inpatient hospital services;
(2) Skilled nursing-home services;
(3) Physicians’ services;
(4) Outpatient hospital or clinic services;
(5) Home health care services;
(6) Private duty nursing services;
(7) Physical therapy and related services;
(8) Dental services;
(9) Laboratory and X-ray services; }
(10) Prescribed drugs, eyeglasses, dentures, and prosthetic
devices;
(11) Diagnostic, screening, and preventive services; and
(12) Any other medical care or remedial care recognized under
State law. .
However, medical assistance for the aged would not include payments
in respect to medical services furnished to an inmate in a nonmedical
public institution, to patients in mental or tuberculosis hospitals, or
to individuals who are patients in medical institutions as a result of
a diagnosis of psychosis or pulmonary tuberculosis. '

The revised section 6(c) defines the term ‘“Federal medical per-
centage.” The Federal medical percentage for any State would be
100 percent minus the percentage which bears the same relationship
to 50 percent as the square of the per capita income of the State bears
to the square of the per capita income of the 50 States. The Federal
medical percentage could not, however, be less than 50 percent or



112 SOCIAL SECURITY AMENDMENTS OF 1960

more than 80 percent. Also, this percentage for Puerto Rico, the
Virgin Islands, and Guam would be set at 50 percent.

To simplify the computation and promulgation of these percentages,
it is provided that the same procedure is to be used for determination
and promulgation of these percentages as for the Federal percentages
which are determined and promulgated under section 1101(a)(8) of
the Social Security Act. However, inasmuch as the Federal percent.-
age for each State for the current fiscal year was promulgated during
during 1958 and the Federal percentage for the period beginning July
1, 1961, and ending June 30, 1963, for each State will have been pro-
mulgated prior to September 1, 1960, the bill provides for the making
of two promulgations of the Federal medical percentage of each State
by the Secretary as soon as possible after enactment of the bill. The
first such promulgation, which will be applicable for the period be-
ginning October 1, 1960, and ending June 30, 1961, is to be based on
the same per capita income data as was used by the Secretary in pro-
mulgating the Federal percentage for the State for the fiscal year end-
ing June 30, 1961. The second promulgation, which shall be applica-
ble for the period beginning July 1, 1961, and ending June 30, 1963, is
to be based on the same per capita income as was used by the Secretary
in promulgating the Federal percentage for such State for this same
2-year period.

SECTION 602. INCREASE IN LIMITATIONS ON ASSISTANCE PAYMENTS TO
PUERTO RICO, THE VIRGIN ISLANDS, AND GUAM

Section 1108 of existing law places dollar limits on the amounts
which may be paid to Puerto Rico, the Virgin Islands, and Guam
under titles I, 1V, X, and XIV of the act. Section 602 of the bill
increases these limits as follows:

Puerto Rico—from $8,500,000 to $9 million per fiscal year;

Virgin Islands—from $300,000 to $315,000 per fiscal year; and

Guam—-from $400,000 to $420,000 per fiscal year.
These increases may be used only for payments certified under
section 3(a)(2)(B) of the act (relating to Federal matching for old-
age assistance expenditures in excess of $35 per month per beneficiary).
However, the dollar units would not apply to payments under the
new section 3(a)(3) of the act (relating to Federal payments for
medical assistance for the aged).

SECTION 603. TECHNICAL AMENDMENT

Section 618 of the Revenue Act of 1951 provides that no State shall
be denied any payments under titles I, IV, X, and XIV of the Social
Security Act by reason of any State legislation allowing disclosure
of information regarding the disbursement of funds under these titles,
provided such information is not used for commercial or political
purposes. Section 603 of the bill would remove information regarding
funds disbursed under the medical assistance for the aged program
from the operation of section 618 of the Revenue Act 3? 1951. The
net effect of the amendment is to restrict the disclosure of such
information to purposes directly related to the administration of the
prograni. :
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SECTION 604, EFFECTIVE DATES

Section 604 of the bill provides that the amendments contained in
scction 601 of the bill relating to grants to the States for old-age
assistance and medical assistance for the aged shall become effective
on October 1, 1960, and the amendments made by section 602 in-
creasing the limitations on assistance payments to Puerto Rico, the
Virgin Islands, and Guam shall be effective with respect to fiscal years
ending after 1960,

TITLE VII-MISCELLANEOUS
SECTION 701, INVESTMENT OF TRUST FUNDS

Section 701 of the bill amends section 201 of the Social Security
Act, which relates to the Federal old-age and survivors insurance and
the Federal disability insurance trust funds.

Section 701(a) amends section 201(c) of the act (relating to the
duties of the trustees of the funds) by adding a new sentence requiring
that the trustees meet at least once every 6 months.

Section 701(b) amends section 201(c) of the act by removing
the present requirement that the trustees report to the Congress
whenever the trustees believe that during the following 5 fiscal years
either of the trust funds will exceed three times the highest antici-
pated annual expenditures from that fund. The requirement that the
trustees report to the Congress whenever they believe that the amount
of either trust fund is unduly small is retained.

Section 7 01(02 amends section 201(c) of the act by adding a new
provision to include in the duties of the trustees a requirement that
they review the general policies followed in the management of the
trust funds and recommend changes as needed, including changes in
the provisions of law that govern the way in which the trust funds
are managed.

Section 701(d) amends section 201(d) of the act (relating to in-
vestment of the trust funds) so as to provide that obligations of the
Federal Government issued exclusively to the Federal old-age and
survivors insurance and Federal disability insurance trust funds shall
bear interest at a rate equal to the average market yield (rather than
the average coupon rate as at present) on all marketable interest-
bearing obligations of the United States then forming a part of the
public debt which are neither due nor callable until after the expira-
tion of 4 years from the time the special obligations are issued (rather
than 5 years from the time when the marketable obligations were
issued as at present). -

The amended section 201 (d) also provides that the managing trustee
may purchase Government or Government-guaranteed obligations not
issued exclusively to the trust funds when he determines that such
purchases are in the public interest. Under present law obligations
1ssued exclusively to the trust funds are to be purchased only when the
managing trustee determines that the purchase of marketable obliga-
tions is not in the public interest.

Section 701(e) amends section 201(e) of the act to make a con-
forming change by substituting for the words “special obligations”
the words “public debt obligations”.
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Section 701 (f) provides that the amendments made by section 701
of the bill are to become effective at the beginning of the month fol-
lowing enactment.

SECTION 702, SURVIVAL OF ACTIONS

Section 702(a) of the bill amends section 205(g) of the Social
Security Act to provide that court actions begun under it shall survive
even though there is a change in the person occupying the office of
Secretary of Health, Education, and Welfare or a vacancy in that
office.

Section 702(b) provides that the amendment made by section 702 (a)
shall be effective for court actions pending when the bill is enacted
or commenced after the date of enactment.

SECTION 703. PERIODS OF LIMITATION ENDING ON NONWORK DAYS

Section 703 of the bill amends section 216 of the Social Security Act
by adding a new subsection (j) to provide for extending any deadline
date under title I1 of the Social Security Act, under other United
States laws (other than the Internal Revenue Code of 1954) relating
to or changing the effect of title I1, or under regulations issued by the
Secretary of Health, Education, and Welfare pursuant to title II,
when such date falls on a Saturday, Sunday, or legal holiday, or on
any other day all or part of which is declared, by statute or Executive
order, to be a nonwork day for Federal employees. Such a deadline
date would be extended to the first full work day immediately follow-
ing the deadline date. TFor purposes of the new subsection (j), the
day on which a period ends will include the day on which ends any
extension of a deadline authorized by law or by the Secretary pursuant
{o law.

The new subsection (j) does not extend the period during which
the payment of monthly benefits can be made retroactive for months
prior to the filing of an application or during which an application
may be accepted as such.

SECTION 704, ADVISORY COUNCIL ON SOCIAL SECURITY FINANCING

Section 704 of the bill amends section 116(e) of the Social Security
Amendments of 1956 (which established a series of Advisory Councils
on Social Security Financing) to provide that an Advisory Council on
Social Security Financing shall be appointed by the Secretary of
Health, Education, and Welfare during 1963, 1966, and every fifth
year thereafter (rather than prior to each scheduled increase in the
contribution rates as at present) for the purpose of reviewing the
status of the Federal old-age and survivors insurance and Federal
disability insurance trust funds in relation to the long-term commit--
ments of the old-age, survivors, and disability insurance program.
Each Council is to report its findings and recommendations not later
than January 1 of the second year after the year in which it was
appointed, after which date that Council will cease to exist.
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SECTION 705. MEDICAL CARE GUIDES AND REPORTS FOR PUBLIC ASSISTANCE
AND MEDICAL ASSISTANCE FOR THE AGED

Section 705 of the bill amends title XI of the Social Security Act by
adding a new section 1112. Under this section the Secretary would
develop and revise from time to time guides or recommended stand-
ards as to the level, content, and quality of medical care and medical
services for the use of the States in evaluating and improving their
public assistance medical care programs and their programs of medi-
cal assistance for the aged. For this purpose, the Secretary would also
be directed to secure information from the States on their medical
care and medical services under these programs and to publish these
reports and other necessary information.

SECTION 706. TEMPORARY EXTENSION OF CERTAIN SPECIAL PROVISIONS
RELATING TO ST'ATE PLANS FOR AID TO THE BLIND

Section 706 of the bill amends section 344 (b) of the Social Security
Act Amendments of 1950 by postponing its termination date from
June 30, 1961 to June 380, 1964. This temporary legislation relates
to the approval, by the Secretary of Health, Education, and Welfare
under title X of the Social Security Act, of certain State plans for
aid to the blind that do not meet in full the requirements of title X.

SECTION 707, MATFRNAL AND CHILD WELTFARE

Section 707 of the bill contains provisions for amending title V of
the Social Security Act, which relates to grants for three programs,
namely, maternal and child health services, crippled children’s serv-
ices, and child welfare services.

Section 707 (a) increases the amounts authorized for annual appro-
priation for each of these programs as follows: (1) maternal and
child health services—from the present $21,500,000 to $25 million;
(2) crippled children’s services—from the present $20 million to $25
million; and (8) child welfare services—from the present $17 million
to $25 million. The uniform amount in the allotments to each State
prescribed by the present law is increased with respect to each of these
programs from $60,000 to $70,000.

Section 707(b) (1) amends sections 502(b) and 504(c) of the act to
provide that special project grants (up to 25 percent of the amount
available for distribution under section 502 (b)) may be made to State
health agencies (as is currently being done), and also directly to
public or other nonprofit institutions of higher learning for special
projects of regional or national significance which may contribute to
the advancement of maternal and child health. These grants would
be made in advance or by way of reimbursement, in such installments
as the Secretary of Hea?’th, Education, and Welfare determines, and
on such conditions as the Secretary finds necessary to carry out the
purposes of the grants. Section 502(b) is also amended to make
clear that the Secretary may make allotments “from time to time,”
thereby permitting him to allot the funds at such times as will enable
him most effectively to consider the financial need of each State.
Section 707 (b) (2) of the bill contains provisions for amending sec-
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tions 512(b) and 514(c) of the act similarly with respect to crippled
children’s services.

Section 707(b) (8) amends the child welfare provisions of title V
of the act to add authorization for appropriating each year such sums
as the Congress may determine for grants to public or other nonprofit
institutions of higher learning, and to public or other nonprofit agen-
cies and organizations engaged in research or child w:lfare activ-
ities, for special research or demonstration projects in the field of
child welfare which are of regional or national significance and for
special projects for the demonstration of new methods or facilities
which show promise of substantial contribution to the advancement
of child welfare. These grants are to be made in advance or by way
of reimbursement, in such installments as the Secretary determines,
and on such conditions as the Secretary finds necessary to carry out
the purposes of the grants.

SECTION 708. AMENDMENT PRESERVING RELATIONSHIP BETWEEN RAIL-
ROAD RETIREMENT AND OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

Section 708 makes a technical amendment to preserve the existing
relationship between the Railroad Retirement Act of 1937 and the So-
cial Security Act. Under this amendment, references to the Social
Security Act in the Railroad Retirement Act of 1937 will be considered
to be references to the Social Security Act as amended in 1960.

SECTION 709. MEANING OF TERM “SECRETARY”’

Section 709 provides that the term “Secretary”, as used in the bill
and the provisions of the Social Security Act amended by the bill,
means (unless the context otherwise requires) the Secretary of Health,
Education, and Welfare.

SECTION 710. AID TO THE BLIND

Section 1002(a)(8) of the Social Security Act now provides that the
States shall, in determining need for purposes of the aid to the blind
program, disregard the first $50 per month of earned income.

Section 710(a) of the bill would amend this provision to authorize
the States to disregard the first $1,000 of carned income per year, plus
one-half any annual earned income in excess of $1,000, in licu of the
monthly exemption contained in existing law. This authorization
would be effective with the first calendar quarter beginning after date
of enactment and would expire June 30, 1961. After that date the
State must (under sec. 710(b) of the bill) disregard the first $1,000 of
annual earnings, plus one-half of any annual earnings in excess of that
amount, in lieu of the present monthly exemption.
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X. CHANGES IN Existing Law

In compliance with subsection (4) of rule XXIX of the Standing
Rules of t{m Senate, changes in existing law made by the bill, as intro-
duced, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in roman):

SOCIAL SECURITY ACT

TITLE I—GRANTS TO STATES FOR OLD-AGE ASSISTANCE
AND MEDICAL ASSISTANCE FOR THE AGED

Appropriation

suerioN 1. For the purpose (a) of enabling ecach State to furnish
financial assistance, as far as practicable under the conditions in such
State, to aged needy individuals and of encouraging ecach State, as far
as practicable under such conditions, to help such individuals attain
sclf-care, and (b) of enabling each State, as far as practicable under the
conditions in such State, to furnish medical assistance to individuals who
are not recipients of old-age assistance but whose income and resources
are insufficrent to meet the costs of necessary medical services, there is
hereby authorized to be appropriated for each fiscal year a sum suffi-
cient to carry out the purposes of this title. The sums made available
under this section shall be used for making payments to States which
have submitted, and had approved by the Secretary of Health, Edu-
cation, and Welfare (hereinafter referred to as the ‘“Secrctary’”) State
plans for old-age assistance and medical assistance for the aged.

[STATE OLD-AGE ASSISTANCE . PLANS

[Sce. 2. (a) A State plan for old-age assistance must (1) provide
that it shall be in effect in all political subdivisions of the State, and,
il administered by them, be mandatory upon them; (2) provide for
financial participation by the State; (3) either provide for the estab-
lishment or designation of a single State agency to administer the
plan, or provide for the establishment or designation of a single State
agency to supervise the administration of the plan; (4) provide for
granting an opportunity for a fair hearing before the State agency to
any individual whose claim for old-age asgistance is denied or is not
acted upon with reasonable promptness; ?g) provide such methods of
administration (including after January 1, 1940, methods relating to
the establishment and maintenance of personnel standards on a merit
basis, except that the Secretary shall exercise no authority with
respect to the selection, tenure of office, and compensation of any indi-
vidual employed in accordance with such methods) as are found by
the Secretary to be necessary for the proper and efficient operation
of the plan; (6) provide that the State agency will make such reports,
in such form and containing such information, as the Secretary may
from time to time require, and comply with such provisions as the
Secretary may from time to time find necessary to assure the cor-
rectness and verification of such reports; (7) effective July 1, 1941,
provide that the State agency shall, in determining need, take into con-
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sideration any other income and resources of an individual claiming
old-age assistance; (8) effective July -1, 1941, provide safeguards
which restrict the use or disclosure of information concerning appli-
cants and recipients to purposes directly connected with the adminis-
tration of old-age assistance; (9) provide that all individuals wish-
ing to make application for old-age assistance shall have opportunity
to do so, and that old-age assistance shall be furnished with reasonable
promptness to all eligible individuals; (10) effective July 1, 1953,
provide, if the plan includes payvments to individuals in private or
public institutions, for the establishment or designation of a State
authority or authorities which shall be responsible for establishing and
maintaining standards for such instituticns; and (11) provide a
description of the services (if any) which the State ageney makes
available to applicants for and recipients of old-age assistance to help
them attain self-care, including a description ol the steps taken to
assure, in the provision of such services, maximum utilization of other
agencies providing similar or related services.

[(b) The Sccretary shall approve any plan which fulfills the con-
ditions specified in subsection (a), except that he shall not approve
any plan which imposes, as a condition of eligibility for old-age
assistance under the plan—

L(1) An age requirement of more than sixty-five years, except
that the plan may impose, effective until January 1, 1940, an age
requirement of as much as seventy years; or

L(2) Any residence requirement which excludes any resident
of the State who has resided therein five years during the nine
years immediately preceding the application for old-age assist-
ance and has resided therein continuously for one year imme-
diately preceding the application; or ,

L(3) Any citizenship requirement which excludes any citizen of
the United States.}

STATI OLD-AGE AND MEDICAL ASSISTANCE PLANS

Sec. 2. (@) A State plan for old-age assistance, or for medical assist-
ance for the aged, or for old-aye assistance and medical assistance for the
aged must—

(1) provide that it shall be in effect in all political subdivisions of
the State, and, if administered by them, be mandatory upon them;

(2) provide for financial participalion by the State which shall,
cffective January 1, 1962, cxtend to all aspects of the State plan;

(3) either provide for the establishment or designation of a single
State agency to admainister the plan, or provide for the establishment
or designation of @ single State agency lo supervise the administra-
tion of the plan;

(4) provide for granting an opportunity for a fair hearing before
the Stlate agency to any individual whose claim for c:sistance under.
the plan is denied or s not acted wpon with reasonavtc prompiness;

() provide such methods of admanistration (including methods
relating to the establishment and maintenance of personnel standards
on a merit basts, except that the Secretary shall exercise no authority
with respect to the selection, tenure of office, and compensation of any
individual employed in accordance with such methods) as are found
by the Secretary to be necessary for the proper and efficient operation
of the plan;
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(6) provide that the State agency will make such reports, in such
form and containing such information, as the Secretary may from
time to time require, and comply with such provisions as the Secre-
lary may from time to ttme find necessary to assure the correctness and
verification of such reports;

(7) provide safequards which restrict the use or disclosure of in-
formation concerning applicants and recipients to purposes directly
connected with the administration of the State plan; .

(8) provide that all individuals wishing to make application for
assistance under the plan shall have opportunity to do so, and that
such assistance shall be furnished with reasonable prompiness to all
eligible individuals;

(9) if the State plan includes old-age assistance—

(A) provide that the State agency shall, in determining
need for such assistance, take into consideration any other in-
come and resources of an tndividual claiming old-age assistance;

(B) provide reasonable standards, consistent with the ob-
Jectives of this title, for determining eligibilily for and the extent
of such assistance;

(C) provide a description of the services (if any) which the
State agency makes available to applicants for and recipients
of such assistance to help them attain self-care, including a
description of the steps taken to assure, in the provision of such
services, maximum utilization of other agencies providing sima-
lar or related services;

(10) provide, if the plan includes payments of old-age assistance
to individuals in private or public institutions, for the establishment
or designation of a State authority or authorities which shall be re-
spousible for establishing and maintaining standards for such
institutions;

(11) +f the State plan tncludes medical assistance for the aged—

(A) provide for inclusion of some institutional and some
noninstitutional care and services;

(B) provide that no enrollment fee, premium, or similar
charge will be imposed as a condition of any individual’s eli-
gibildty for medical assistance for the aged under the plan;

(O) provide for inclusion, to the extent required by regulations
prescribed by the Secretary, of provisions (conforming to such
regulations) with respect to the furnishing of such assistance to
}n(livi(l'uals who are residents of the State but are absent there-

rom;

(D) provide reasonable standards, consistent with the objec-
twes of this title, for determining eligibility for and the extent of
such assistance;

(&) provide that no lien may be tmposed against the property
of any individual prior to his death on account of medical assist-
ance for the aged paid or to be paid on his behalf under the plan
(except pursuant to the judgment of a court on account of benefits
wncorrectly paid on behalf of such individual), and that there
shall be no adjustment or recovery (except, after the death of such
individual and his surviving spouse, if any, from such individ-
ual’s estate) of any medical assistance for the aged correctly
paid on behalf of such individual under the plan.
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() The Secretary shall approve any plan which fulfills the conditions
specified in subsection (a), except that he shall not approve any plan
which tmposes, as a condition of eligibility for assistance under the plan—

(1) an age requirement of more than sixty-five years; or

(2) any residence requirement which (A) in the case of appli-
cants for old-age assistance, excludes any resident of the State who
has resided therein five years during the nine years timmediately
preceding the application for old-age assistance and has resided
therein continuously for one year immediately preceding the appli-
cation, and (B) in the case o{ applicants for medical assistance for
the aged, excludes any individual who resides in the State; or

(8) any citizenshap requirement which excludes any citizen of
the United States.

PAYMENT TO STATES

[Sec. 3. (a) From the sums appropriated therefor, the Secretary of
the Treasury shall pay to each State which has an approved plan for
old-age assistance, for each quarter, beginning with the quarter com-
mencing October 1, 1958, (1) in the case of any State other than
Puerto Rico, the Virgin Islands, and Guam, an amount equal to the
sum of the following proportions of the total amounts expended dur-
ing such quarter as old-age assistance under the State plan (including
expenditures for insurance premiums for medical or any other type
of remedial care or the cost thereof)—

L(A) four-fifths of such expenditures, not counting so much
of any expenditure with respect to any month as exceeds the prod-
uct of $30 multiplied by the total number of recipients of old-age
assistance for such month (which total number, for purposes of
this subsection, means (i) the number of individuals who received
old-age assistance in the form of money payments for such month,
plus (ii) the number of other individuals with respect to whom
expenditures were made in such month as old-age assistance in the
form of medical or any other type of remedial care); plus

[(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted under
clause (A), not counting so much of any expenditure with respect
to any month as exceeds the product of $65 multiplied by the total
number of such recipients of old-age assistance for such month;

and (2) in the case of Puerto Rico, the Virgin Islands, and Guam, an
amount equal to one-half of the total of the sums expended during
such quarter as old-age assistance under the State plan (including ex-
penditures for insurance premiums for medical or any other type of
remedial care or the cost thereof), not counting so mueh of any ex- -
penditure with respect to any month as exceeds $35 multiplied by the
total number of recipients of old-age assistance for such month; and
(3) in the case of any State, an amount equal to one-half of the total .
of the sums expended during such quarter as found necessary by the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan, including services which are
provided by the staff of the State agency (or of the local agency ad-
ministering the State plan in the political subdivision) to applicants
for and recipients of old-age assistance to help them attain self-care.]

SEc. 3. (@) From the sums appropriated therefor, the Secretary of the

Treasury shall pay to each State which has a plan approved under this
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title, for each quarter, beginning with the quarter commencing October 1, |
1960—

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
proportrons of the total amounts expended during such quarter as
old-age assistance under the State plan (including expenditures for
nsurance premiums for medical or any other type of remedial care
or the cost thereof)—

(A) four-fifths of such expenditures, not counting so much of
any expenditure with respect to any month as exceeds the product
of $30 multeplied by the total number of recipients of old-age
assistance for such month (which total number, for purposes
of this subsection, means (1) the number of individuals who
received old-age assistance wn the form of money payments for
such month, plus (i2) the number of other indiiduals with
respect to whom erpenditures were made in such month as old-
age assistance wn the form of medical or any other type of
remedial care); plus

(B) the Federal percentage (as defined wn section 1101 (a)(8)
of the amount by which such expenditures exceed the maximum
which may be counted under clause (A), not counting so much
of any expenditure with respect to any month as exceeds the
product of $665 multiplied by the total number of such recipients
of old-age assistance for such month; plus

(C) the larger grf the following: (i) the Federal medical per-
centage (as defined in section 6(c)) of the amount by which such
expenditures exceed the maximum which may be counted under
clause (B), not counting so much of any expenditure with re-
spect to any month as exceeds (I) the product of $77 multiplied
by the total number of such recipients of old-age assistance for
such month, or (II) if smaller, the total expended as cld-age
assistance in the form of medical or any other type of remedial
care with respect to such month plus the product of $656 multi-
plied by such total number of such recipients, or (t2) 15 per
centum of the total of the sums expended during such quarter as
old-age assistance under the State plan in the form of medical
or any other type of remedial care, not counting so much of any
cxpenditure with respect to any month as exceeds the product of
$12 multiplied by the total number of such recipients of old-age
assistance for such month; and

(2) in the case of Puerto Rico, the Virgin Islands, and Guam, an
amount equal to—

(A) one-half of the total of the sums expended during such
quarter as old-age assistance under the State plan (including
expenditures for insurance premiums for medical or any other
type of remedial care or the cost thereof), not counting so much
of any expenditure with respect to any month as exceeds 336
multiplied by the total number of recipients of old-age assistance
for such month; plus

(B) the larger of the following amourts: (¢) one-half of the
amount by which such expenditures exceed the mazimum which
may be counted under clause (A), not counting so much of any
expenditure with respect to any month as exceeds (1) the product
of $41 multiplied by the total number of such recipients of old-
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age assistance for such month, or ([I) if smaller, the total
expended as old-age assistance in the form of medical or any
other type of remedial care with respect to such month plus the
product of $36 multiplied by, the total number of such recipients,
or (i2) 16 per centum of the lotal of the sums expended during
such quarter as old-age assistance under the State plan in the
Jorm of medical or any other type of remedial care, not counting
so much of any cxpenditure with respect to any month us
cxceeds the product of 86 multiplied by the total number of such
recipients of old-age assistance for such month; and

(3) in the case of any State, an amount equal to the Federal
medical percentage (as defined in section 6(c)) of the total amounts
erpended during such quarter as medical assistance for the aged
under the State plan; and

(4) in the case of any State, an amount equal to one-half of the
total of the sums erpended during such quarter as found necessary
by the Secretary, of Health, Fducation, and Welfare for the proper
and efficient administration of the State plan, including services
which are provided by the staff of the Stale agency (or of the local
agency administering the State plan in the political subdivision) to
applicants for and recipients of old-age assistance to help them
atlain self-care.

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secrctary of Health, Education, and Welfare shall,
prior to the beginning of each quarter, estimate the amount to
be paid to the State for such quarter under the provisions of
subsection (a), such estimate to be based on (A) a report filed by
the State containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such sub-
section, and stating the amount appropriated or made available
by the State and its political subdivisions for such expenditures
in such quarter, and if such amount is less than the State’s pro-
portionate share of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be
derived, (B) records showing the number of aged individuals in
the State, and (C) such other investigation as the Secretary may
find necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health, Education, and Welfare, (A)
reduced or increased, as the case may be, by any sum by which
the Secretary of Health, Education, and Welfare finds that his
estimate for any prior quarter was greater or less than the amount
which should have been paid to the State under subsection (a)
for such quarter, and (B) reduced by a sum equivalent to the pro
rata share to which the United States is equitably entitled, as
determined by the Sccretary of Health, Education, and Welfare,
of the net amount recovered during any prior quarter by the
State or any political subdivision thereof with respect to [old-age]
assistance furnishec under the State plan; except that such in-
creases or reductions shall not be made to the extent that such
sums have been applied to make the amount certified for any
prior quarter greater or less than the amount estimated by the.
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Secretary of Health, Education, and Welfare for such prior quar-
tor: Provided, That any part of the amount recovered from the
estate of a deceased recipient which is not in excess of the amount
expended by the State or any political subdivision thereof for the
funeral expenses of the deceased shall not be considered as a basis
for reduction under clause (B) of this paragraph.

(3) The Secretary of the Treasury shall thereupon, through the
Fiscal Service of the TreasurylDepartment and prior to audit
or settlement by the General Accounting Office, pay to the State,
at the time or times fixed by the Secretary of Health, Education,
and Welfare, the amount so certified.

OPERATION OF STATE PLANS

Skc. 4. In the case of any State plan [for old-age assistance} which
has been approved under this title by the Secretary of Health, Educa-
tion, and Welfare, if the Secretary, after reasonable notice and oppor-
tunity for hearing to the State agency administering or supervising
the administration of such plan finds— :
(1) that the plan has been so changed as to impose any age,
residence, or citizenship requirement prohibited by section 2(b),
or that in the administration of the plan any such prohibited
requirement is imposed, with the knowledge of such State agency,
in a substantial number of cases; or
(2) that in the administration of the plan there is a failure to
comply substantially with any provision required by section 2(a)
to be included in the plan;
the Secretary shall notify such State agency that further payments
will not be made to the State until the Secretary is satisfied that such
prohibited requirement is no longer so imposed, and that there is no
longer any such failure to comply. Until he is so satisfied he shall
make no further certification to the Secretary of the Treasury with
respect to such State.

* * * * * * *

DEFINITION

See. 6. (@) For the purposes of this title, the term “old-age assist-
ance” means money payments to, or medical care in behalf of or any
type of remedial care recognized under State law in behalf of, needy
individuals who are sixty-five years of age or older, but does not
include any such payments to or care in behalf of any individual who
is an inmate of a public institution (except as a patient in a medical
institution) or-any individual [(a)} (Z) who is a patient in an institu-
tion for tuberculosis or mental diseases, or [(b)] (2) who has been
diagnosed as having pulmonary tuberculosis or psychosis and is a
patient in a medical institution as a result thereof.

() For purposes of this title, the term ‘““‘medical assistance for the
aged” means payment of part or all of the cost of the following care and
services furnished for individuals sixty-five years of age or older who are

59766—60——9
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not recipients of old-age assistance but whose income and resources are
insufficient to meet all of such cost—

(1) inpatient hospital services;

(2) skilled nursing-home services;

(8) physicians’ services;

(4) outpatient hospital or clinic services;

(6) home health care services;

(6) private duty nursing services;

(7) physical therapy and related services;

(8) dental sernces;

(9) laboratory and X-ray services;

(10) prescribed drugs, eyeglasses, dentures, and prosthetic devices;

(11) diagnostie, screening and preventive services; and

(12) any other medical care or remedial care recognized under
State law; : ¥

except that such term shall not include any payments with respect to care
or services for any individual who is an inmate of a public institution
(except as a patient in a medical institution) or any individual (A) who
18 @ patient 1n-an institution for tuberculosis or mental diseases, or (B)
who has been diagnosed as having pulmonary tuberculosis or psychosis
and 18 a patient in a medical instrtution as a result thereof.

(¢) For purposes of this title, the term *“Federal medical percentage’
for any State shall be 100 per centum less the State percentage; and the
State percentage shall be that percentage which bears the same ratio to 50
per centum as the square of the per capita income of such State bears to the
square of the per capita income of the continental United States (including
Alaska) and Hawaii; except that () the Federal medical percentage shall
in no case be less than 50 per centum or more than 80 per centum, and
(12) the Federal medical percentage for Puerto Rico, the Virgin Islands,
and Guam shall be 60 per centum. The Federal medical percentage for
any Siate shall be determined and promulgated in accordance with the
provisions of subparagraph (B) of section 1101(a)(8) (other than the
proviso at the end thereof); except that the Secretary shall, as soon as
possible after enactment of the Social Security Amendments of 1960,
geterminc and promulgate the Federal medical percentage for each

tate—

(1) for the period beginning October 1, 1960, and ending with the
close of June 30, 1961, which shall be based on the same data with
respect to per capita income as the data used by the Secretary in
promulgating the Federal percentage (under section 1101 (a)(8)) for
such State for the fiscal year ending June 30, 1961 (which promul-
gation of the Federal medical percentage shall be conclusive for such
period), and ,

(2) for the period beginning July 1, 1961, and ending with the
close of June 30, 1963, which shall be based on the same data with
respect to per capita income as the data used by the Secretary in
promulgating the Federal percentage (under section 1101(a)(8)) for
such State for such period (which promulgation of the Federal medical
percentage shall be conclusive for such period).
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TITLE II-FEDERAL OLD-AGE, SURVIVORS, AND
DISABILITY INSURANCE BENEFITS

FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND AND
FEDERAL DISABILITY INSURANCE TRUST FUND

SecTioN 201. (a) There is hereby created on the books of the Treas-
ury of the United States a trust fund to be known as the “Federal
Old-Age and Survivors Insurance Trust Fund”. The. Federal
Old-Age and Survivors Insurance Trust Fund shall consist of the
securities held by the Secretary of the Treasury for the Old-Age Re-
serve Account and the amount standing to the credit of the Old-Age
Reserve Account on the books of the Treasury on January 1, 1940,
which securities and amount the Secretary of the Treasury'is author-
ized and directed to transfer to the Federal Old-Age and Survivors
Insurance Trust Fund, and, in addition, such amounts as may be
appropriated to, or deposited in, the Federal Old-Age and Survivors
Insurance Trust Fund as hereinafter provided. There'is hereby ap-
propriated to the Federal Old-Age and Survivors Insurance Trust
Fund for the fiscal year ending June 30, 1941, and for each fiscal
year thereafter, out of any moneys in the Treasury not otherwise
appropriated, amounts equivalent to 100 per centum of —

(1) the taxes (including ‘interest, penalties, and additions to
the taxes) received.under subchapter A of chapter 9 of the Inter-

-nal Revenue Code of 1939 (and covered into the Treasury) which
are deposited into the Treasury by collectors of internal revenue
before January 1, 1951; and o e

(2) the taxes certified each month by the Commissioner of
Internal Revenue as taxes received under subchapter A of chapter
9 of such Code which are deposited into the Treasury by col-
lectors of internal revenue after December 31, 1950, and before
January 1, 1953, with respect to assessments of such taxes made
before January 1, 1951; and o

(3) the taxes imposed by subchapter A of chapter 9 ‘of such
Code with respect to wages (as defined in section 1426 of such
Code), and by chapter 21 of the Internal Revenue Code of 1954
with respect to wages (as defined in section 3121 of such Code)
reported to the Commissioner of Internal Revenue pursuant to
section 1420(c) of the ‘Internal Revenue Code of 1939 after
December 31, 1950, or to the Secretary of the Treasury or his
delegate pursuant.to subtitle F of the Internal Revenue Code of
1954 after December 31, 1954, as determined by the Secretary of
the Treasury by applying the applicable rates of tax under such
subchapter or chapter 21 to such wages, which wages shall be cer-
tified by the Secretary of Health, Education, and Welfare. on the
basis of the records of wages established and maintained by ‘such
Secretary in accordance with such reports, less the amounts
specified in clause (1) of subsection (b) of this section; and .’

(4) the taxes imposed by subchapter E of chapter 1 of the
Internal Revenue Code of 1939, with respect to self-employment
income (as defined in section 481 of such Code), and by chapter 2
of the Internal Revenue  Code of 1954 with respect to’self-
employment income (as defined in section 1402 of such Code)
reported to the Commissioner of Internal Revenue on tax returns
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under such subchapter or to the Secretary of the Treasury, or
his delegate on tax returns under subtitle F of such Code, as
determined by the Secretary of the Treasury by applying the
applicable rate of tax under such subchapter or chapter to such
self-employment income, which self-employment income shall be
certified by the Secretary of Health, Education, and Welfare on
the basis of the records of self-employment income established
and maintained by the Secretary of Health, Education, and
Welfare in ‘accordance with such returns, less the amounts
specified in clause (2) of subsection (b) of this section,
The amounts appropriated by clauses (3) and (4) shall be transferred
from time to time from the general fund in the Treasury to the
Federal Old-Age and Survivors Insurance Trust Fund, and the
amounts appropriated by clauses (1) and (2) of subsection (b) shall
be transferred from time to time from the general fund in the Treasury
to the Federal Disability Insuranc¢e Trust Fund, such amounts to be
determined on the basis of estimates by the Secrctary of the Treasury
of the taxes, specified in clauses (3) and (4) of this subsection, paid
to or deposited into the Treasury; and proper adjustments shall be
made in amounts subsequently transferred to the extent prior esti-
mates were in excess of or were less than the taxes specified in such
clauses (3) and (4) of this subsection,

(b) There is hereby created on the books of the Treasury of the
United States a trust fund to be known as the “Federal Disability
Insurance Trust Fund”. The Federal Disability Insurance Trust
Fund shall consist of such amounts as may be appropriated to, or
deposited in, such fund as provided in this section. There is hereby
appropriated to the Federal Disability Insurance Trust Fund for the
fiscal ¥ear ending June 30, 1957, and for each fiscal year thereafter,
out of any moneys in the Treasury not otherwise appropriated,
amounts equivalent to 100 per centum of—

(1) 4 of 1 per centum of the wages (as defined in section 3121
of the Internal Revenue Code of 1954) paid after December 31,
1956, and reported to the Secretary of the Treasury or his dele-
gate pursuant to subtitle F of the Internal Revenue Code of 1954,
which wages shall be certified by the Secretary of Health, Educa-
tion, and Welfare on the basis of the records of wages established
and maintained by such Secretary in accordance with such re-
ports; and :

(2) % of 1 per centum of the amount of self-employment in-
come (as defined in section 1402 of the Internal Revenue Code of
1954) reported to the Secretary of the Treasury or his delegate
on tax returns under subtitle F of the Internal Revenue Code of
1954 for any taxable year beginning after December 31, 1956,
which self-employment income shall %e certified by the Secretary
of Health, Education, and Welfare on the basis of the records
of self-employment income established and maintained by the
Secretary of Health, Education, and Welfare in accordance with
such returns.

(c) With respect to the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insurance Trust Fund (here-
inafter in this title called the “Trust Funds”) there is hereby created
a body to be known as the Board of Trustees of the Trust Funds
(hereinafter in this title called the “Board of Trustees’’) which Board
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of Trustees shall be composed of the Secretary of the Treasury, the
Secretary of Labor, and the Secretary of Health, Education, an Wel-

fare, all ex officio. The Secretary of the Treasury shall be the Man-

aging Trustee of the Board of Trustees (hereinafter in this title

called the “Managing Trustee’’). The Commissioner of Social Secu-

rity shall serve as Secretary of the Board of Trustees. The Board of

Trustees shall meet not less frequently than once each siz months. It

shall be the duty of the Board of Trustees to—

(1) Hold the Trust Funds;

(2) Report to the Congress not later than the first day of
March of each year on the operation and status of the Trust
Funds during the preceding fiscal year and on their expected
operation and status during the next ensuing five fiscal years;

[(3) Report immediately to the Congress whenever the Board
of Trustees is of the opinion that during the ensuing five fiscal
years either of the Trust Funds will exceed three times the high~
est annual expenditures from such Trust Fund anticipated dur~
ing that five-fiscal-year period, and whenever the Board of
Trustees is of the opinion that the amount of either of the Trust
Funds is unduly small; and]} ‘

(3) Report tmmediately to the Congress whenever the Board of
Trustees 18 gf the opinion that the amount of either of the Trust
Funds is unduly small; v

(4) Recommend improvements in administrative procedures
and policies designed to effectuate the proper coordination of the
old-age and survivors insurance and Federal-State unemploy-
ment compensation [program.] program; and :

(6) Rewmew the general policies followed in managing the Trust
Funds, and recommend changes in such policies, including necessa
changes in the provisions of the law which govern the way in whic
the Trust Funds are to be managed. :

The report provided for in paragraph (2) above shall include a state-
ment of the assets of, and the disbursements made from, the Trust
Funds during the preceding fiscal year, an estimate of the expected
future income to, and disbursements to be made from, the Trust Funds
during each of the next ensuing five fiscal years, and a statement of the
actuarial status of the Trust Funds. Such report shall be printed
as & I(Iiouse document of the session of the Congress to which the report
ismade.

[(d) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Funds as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such
purpose sucg obligations may be acquired (1) on original issue at
the issue price, or (2) by purchase of outstanding obligations at the
market price. The purposes for which obligations of the United States
may be issued under the Second Liberty Bond Act, as amended, are
hereby extended to authorize the issuance at par of public-debt
obligations for purchase by the Trust Funds. Such obligations issued
for purchase by the Trust Funds shall have maturities ixed with due
regard for the needs of the Trust Funds, and bear interest at a rate
equal to the average rate of interest, computed as to the end of the
calendar month next preceding the date of such issue, borne by all
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marketable interest-bearing obligations of the United States then
forming a part of the Public Debt that are not due or callable until
after the expiration of five years from the date of original issue;
except that where such average rate is not a multiple of one-eighth
of 1 per centum, the rate of interest of such obligations shall be the
multiple of one-eighth of 1 per centum nearest such average rate.
Such obligations shall be issued for purchase by the Trust Funds
only if the Managing Trustee determines that the purchase in the
market of other interest-bearing obligations of the United States,
or of obligations guaranteed as to both principal and interest by the
United States on original issue or at the marﬁet price, is not in the
public interest ] ' '
i+ (@) It shall be the duty of the Managing Trustee to invest such portion
of the Trust Funds as is not, in his judgment, required to meet current
withdrawals. Such investments may be made only in interest-bearin
vbligations of the United States or in obligations guaranteed as to botfq»
incipal and interest by the United States. For such ,purpose such
obligations may be acquired (1) on original issue at the issue price, or (2)
by purchase of outstanding obligations at the market price. The purposes
Jor which oblagations of the Unated States may be issued under the Second
Laberty Bond Act, as amended, are hereby extended to authorize the issu-
ance at %Jar of public-debt oblrgation for purchase by the Trust Funds.
Such obligations issued for purchase by the Trust Funds shall have
maturities fized with due regard for the needs of the Trusét Funds and
shall bear interest at a rate equal to the average market yield (computed
by the Managing Trustee on the basis of market quotations as a?f the end
of the calendar month next preceding the date of such issue) on all market-
able interest-bearing obligations of the United States then forming a part
of the public debt which are not due or callable until after the expiration
of four years from the end of such calendar month; except that where such
average market yield s not a multiple of one-eighth of 1 per centum, the
rate of inlerest of such obligations s be the multiple of ome-eighth of
1 per centum nearest such market yield. The Managing Trustee may
{mrchase other interest-bearing obligations of the Umte?i‘_] States or ob-
1gations guaranteed as to both principal and interest by the United
States, on original 1ssue or at the market price, only where he determines
that the purchase of -such other obligations is in the public interest.

(e) Any obligations acquired by the Trust Funds (except [special]
public-debt obligations issued exclusively to the Trust Funds) may be
sold: by the Managing Trustee at the market price, and such [special]
public-debt obligations may be redeemed at par plus accrued interest.

(f) The interest on, and the proceeds from the sale or redemption
of, any ohligations héld in the Federal Old-Age and Survivors Insur-
ance Trust Fund and the Federal Disability Insurance Trust Fund
shall be credited to and form a part of the Federal Old-Age and Sur-
vivors Insurance Trust Fund and the Disability Insurance Trust
Fund, respectively. ,

(2)(1) 'Fhe Managing Trustee is directed to pay from the Trust
Funds into the Treasury the amounts estimated by him and the Secre-
tary of Health, Education, and Welfare which will be expended, out
of moneys appropriated from the general funds in the Treasury, dur-
ing a three-month period by the Department of Health, Education
and Welfare and the Treasury Department for the administration of
titles IT and VIII of this Act and subchapter E of chapter 1 and sub-
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chapter A of chapter 9 of the Internal Revenue Code of 1939, and
chapters 2 and 21 of the Internal Revenue Code of 1954. Such pay-
ments shall be covered into the Treasury as repayments to the account
for reimbursement of expenses incurred in connection with the ad-
ministration of titles II and VIII of this Act and subchapter E of
chapter 1 and subchapter A of chapter 9 of the Internal Revenue Code
of 1939, and chapters 2 and 21 of the Internal Revenue Code of 1954.
There are hereby authorized to be made available for expenditure, out
of either or both of the Trust Funds, such amounts as the Congress
may deem appropriate to pay the costs of administration of this title.
After the close of each fiscal year, the Secretary of Health, Education,
and Welfare shall analyze the costs of administration of this title
incurred during such fiscal year in order to determine the portion of
such costs which should have been horne by each of the Trust Funds
and shall certify to the Managinlg Trustee the amount, if any, which
should be transferred from one to tke other of such Trust Funds in
order to insure that each of the Trust Funds has borne its proper share
of the costs of administration of this title incurred during such fiscal
year. The Managing Trustee is authorized and directed to transfer
any such amount from one to the other of such Trust Funds in accord-
ance with any certification so made. = - '

(2) The Managing Trustee is directed to pay from time to time
from the Trust Funds into the Treasury the amount estimated by him
as taxes which are subject to refund under section 6413(c) of the
Internal Revenue Code of 1954 with respect to wages (as defined in
section 1426 of the Internal Revenue Code of 1939 and section 3121
of the Internal Revenue Code of 1954) paid after December 31,
1950. Such taxes shall be determined on the basis of the records
of wages established and maintained by the Secretary of Health,
Education, and Welfare in accordance with the wages reported to
the Commissioner of Internal Revenue pursuant to section 1420(c)
of the Internal Revenue Code of 1939 and to the Secretary of the
Treasury or his delegate pursuant to subtitle I of the Internal Revenue
Code of 1954, and the g:ec':retary shall furnish the Managing Trustee
such information as may be required by the Trustee for such purpose.
The payments by the Managing Trustee shall be covered into the
Treasury as repayments to the account for refunding internal revenue
collections. Payments 1gu'r:suant to the first sentence of this paragraph
shall be made from the Federal Old-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance Trust Fund in the ratio in
which amounts were appropriated to such Trust Funds under clause
(3) of subsection (a) of this section and clause (1) of subsection (b) of
thi(s ;v.eiz{,ion. 4 d ’ h (1) @) shall b

3) Repayments made under paragraph (1) or (2) shall not be
available for expenditures but shall be carried to the surplus fund of
the Treasury. If it subsequently appears that the estimates under
either such paragraph in any particular period were too high or too
low, appropriate adjustments shall be made by the Managing Trustee
in future payments. o '

(h) Benefit payments required to be made under section 223, and
benefit payments required to be made under subsection (b), (¢), or
(d) of section 202 to individuals entitled to benefits on the basis of the
wages and self-employment income of an individual entitled to dis-
ability insurance benefits, shall be made only from the Federal Dis-
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ability Insurance Trust Fund. All other benefit payments required to
be made under this title shall be made only from the Federal Old-Age
and Survivors Insurance Trust Fund.

OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS
Old-Age Insurance Benefits

Sec. 202, (a) Every individual who—
(1) is a fully insured individual (as defined in section 214(a)),
32) has attained retirement age (as defined in section 216(a)),
an
(3) has filed application for old-age insurance benefits or was
entitled to disability insurance benefits for the month preceding
the month in which he attained the age of 65,
shall be entitled to an old-age insurance benefit for each month, begin-
ning with the first month after August 1950 in which such individual
becomes so entitled to such insurance benefits and ending with the
month preceding the month in which he dies. Except as provided in
subsection (q), such individual’s old-age insurance benefit for any
month shall be equal to his primary insurance amount (as defined in
section 215(a)) for such month.

Wife’s Insurance Benefits

(b) (1) The wife (as defined in section 216(b)) of an individual
entitled to old-age or disability insurance benefits, if such wife—
(A) has filed application for wife’s insurance benefits,
(B) has attained retirement age or has in her care (individually
or jointly with her husband) at the time of filing such application
a child entitled to a child’s insurance benefit on the basis of the
wages and self-employment income of her husband, and
(C) is not entitled to old-age or disability insurance benefits,
or is entitled to old-age or disability insurance benefits based on
a é)rimary insurance amount which is less than one-half of an
old-age or disability insurance benefit of her husband. .
shall be entitled to a wife’s insurance benefit for each month, beginning
with the first month after August 1950 in which she becomes so entitled
to such insurance benefits and ending with the month preceding the
first month in which any of the following occurs: she dies, her husband
dies, they are divorced a vinculo matrimonii, no child of her husband is
entitled to a child’s insurance benefit and she has not attained retire-
ment age, [she becomes entitled to an old-age or disability insurance
benefit based on a primary insurance amount which is equal to or
exceeds one-half of an old-age or disability insurance benefit of her
husband,] or her husband is not entitled to disability insurance bene-
fits and is not entitled to old-age insurance benefits.
(2) Except as provided in subsection (q), such wife’s insurance
benefit for each month shall be equal to one-half of the old-age or
disability insurance benefit of her husband for such month.
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Husband’s Insurance Benefits

(¢) (1) The husband (as defined in section 216 (f)) of a currently
insured individual (as defined in section 214 (b)) entitled to old-age
or disability. insurance benefits, if such husband—

(A) has filed application for husband’s insurance benefits,

(B) has atiained retirement age,

(C) wasreceiving at least one-half of his support, as determined
in accordance with regulations prescribed by the Secretary, from
such individual—

(1) if she had a period of disability which did not end prior
to the month in which she became entitled to old-age or dis-
ability insurance benefits, at the beginning of such period or
at the time she became entitled to such benefits, or

(ii) if she did not have such a period of disability, at the
time she became entitled to such benefits,

and filed:proof of such support within two years after the month
in which'she filed application with respect to such period of dis-
ability or after the month in which she became entitled to such
benefits, as the case may be, or, if she did not have such a period,
two years after the month in which she became entitled to such
benefits, and

(D) is not entitled to old-age or disability insurance benefits,
or is entitled to old-age or disability insurance benefits each of
which is less than one-half of the primary insurance amount of
his wife, shall be entitled to a husband’s insurance benefit for each
month, beginning with the first month after August 1950 in which
he becomes so entitled to such insurance benefits and ending with
the month preceding the month in which any of the following
occurs: he dies, his wife dies, they are divorced a vinculo matri-
monii, [or he becomes entitled to an old-age or disability insur-
ance benefit equal to or exceeding one-half of the primary insur-
ance amount of his wife,} or his wife is not entitled to disability
insurance:benefits and is not entitled to old-age insurance benefits,

(2) The requirement in paragraph (1) that the individual entitled
to old-age or disability insurance benefits be a currently insured indi-
vidual, and the provisions of subparagraph (C) of such paragraph,
shall not be applicable in the case of any husband who—

(A) in the month prior to the month of his marriage to such
individual was entitled to, or on application therefor and attain-
ment of retirement age in such prior month would have been
entitled to, benefits under subsection (f) or (h); or

(B) in the month prior to the month of his marriage to such
individual had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under
subsection (d). o

(3) [Such} Ezxcept as provided in subsection (q), such husband’s
insurance benefit for each month shall be equal to one-half of the prim-
ary insurance amount of his wife for such month.
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Child’s Insurance Benefits

(d) (1) Every child (as defined in section 216 (e)) of an individual
entitled to old-age or disability insurance benefits, or of an individual
who dies a fully or currently insured individual [after 193973, if
such child— . : -

(A) has filed application for child’s insurance benefits,

(B) at the time such application was filed was unmarried
and either (i) had not attained the age of eighteen or (ii) was
under a disability (as defined in section 223 (c)) which began
before he attained the age of eighteen, and

[(C) was dependent upon such individual— :

(i) if such individual had a period of disability which
did not end prior to the month in which he became entitled
to old-age or disability insurance benefits or (if he has died)
prior to the month in which he died, at the beginning of such
Epl;iiod or at the time he became entitled to such benefits or

1ea,

(i) if such individual did not have such a period and
is living, at the time such application was filed, or

(1ii) if such individual did not have such a period and
has died, at the time of such death,]

(C) was dependent upon such individual—

() l?{l such individual 1s living, at the time such application
was filed,

(12) of such individual has died, at the time of such death, or

(1i2) of such individual had a period of disability which
continued untidl he became entitled to old-age or disability
wsurance benefits, or (if he has died) until the month of his
death, at the beginning of such period of disability or at the time
he became entitled to such benefits,

shall -be entitled to a child’s insurance benefit for each month, begin-
ning with the first month after August 1950 in which such child
becomes so entitled to such insurance benefits and ending with the
month preceding the first month in which any of the following occurs:
such child dies, marries, is adopted (except for adoption by a step-
parent, grandparent, aunt, or uncle subsequent to the death of such
fully or currently insured individual), or attains the age of ecighteen
and is not under a disability (as defined in section 223 (c)) which
began before he attained such age[[, or ceases to be under a disability
(as so defined) on or after the day on which he attains age eighteen].
Entitlement of any child to benefits under this subsection shall also end
with the month preceding the third month following the month in whaich he
ceases to be under a disability (as so defined) after the month in which he
attains age eighteen. Entitlement of any child to benefits under this
subsection on the basis of the wages and self-employment income of an
individual entitled to disability insurance benefits shall also end with
the month before the first month for which such individual is not
entitled to such benefits unless such individual is, for such later month,
entitled to old-age insurance benefits or unless he dies in such month.
In the case of an individual entitled to disability insurance benefits, the
provisions of clause (1) of subparagraph (C) of this paragraph shall not
apply to a child of such indindual unless he (A) is the natural child or
stepchild of such individual (including such a child who was legally
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adopted by such individual) (B) or was legally adopted by such individual
before the end of the twenty-four month a})erfiod beginning with the month
after the month in which such tndividual most recently became entitled to
disability insurance benefits, but only if (2) proceedings for the adoption
of such: child had been instituted by such individual in or before the month
in which began the period of disability upon the basis of whick suoh indi-
vidual most recentlrzy became. entitled to disability insurance benefits, or
(12) such child was living with such individual tn such month. ‘

(2) Such child’s insurance benefit for each month shall, if the in-
dividual-on the basis of whose wages and self-employment income the
child is entitled to such'benefit has not died prior to the end of such
month, be equal to one-half of the primary insurance amount of such
individual for such month. Such child’s insurance benefit for each
month shall, if such individual has died in or prior to such month,
be equal to three-fourths of the primary insurance: amount of such
individual [, eéxcept that, if there is more than one child entitled to
benefits on the basis of such individual's wages and self-employment
income, each such child’s insurance benefit for such month shall be
equal to the sum of (A) one-half of the primary insurance amount
of such individual, and (B) one-fourth of such primary insurance
amount divided by the number of such children]. ,

(3) A child shall be deemed deépendent upon_his father or adopt-
ing father at the time specified in paragraph (1) (C) unless, at such
time, such individual was not living with or contributing to-the sup-
port of such child and— - ‘ ’

(A) such child is neither the legitimate nor adopted child of
such individual, or ‘
[ (B:)l=such child had been adopted by some other individual
,or}. | _
[(C) such child was living with and was receiving more than
one-half of his support from his stepfath‘er.:% ) o
For purposes of this paragraph, a child deemed to be a child of a fully or
currently insured indiidual pursuant to section 216(h) (2) (B) shall, if
such individual is the child’s father, be deemed to be the legitimate child
of such indinidual. o S

(4) A child shall be deemed dependent upon his stepfather at the
time specified in paragraph (1) (C) if, at such time, the child was
living with or was receiving at léast one-half of his support from
such stepfather. o , . , : '

(56) A child shall be deemed dependent upon his natural or adopting
mother at the time specified in: paragraph (1) (C) if such mother or
adopting mother was a currently insured individual. A child shall
also be deemed depéndent upon his natural or adopting mother, or
upon his stepmother, at the time specified in paragraph (1)(C) if, at
such time, (A) she was living with or c_ontributih%'to the support of
such child, and (B) éither (i) such child was neither living with nor
receiving contributions from his father or adopting father, or (ii) such
child was receiving at least one-half of his support from her.

(6) In the case of a child who has attained the age of eighteen and
who marries-— o - e

(A) an individual entitled to benefits under subseé¢tion (a),
(e), (), (&), or (h) of this section or under section 223(a), or

B) another individual who has attained' the age of eighteen
and is entitled to benefits under this subsection,
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. {
such child’s entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1), not be terminated by
reason of such marriage; except that, in the case of such a marriage
to a male individual entitled to benefits under section 223(a) or this
subsection, the preceding provisions of this paragraph shall not appl
with respect to benefits for months after the last month for. wll)nc
such individual is entitled to such benefits under section 223(a) or
this subsection unless (i) he ceases to be so entitled by reason of his
death, or (ii) in the case of an individual who was entitled to benefits
under section 223(a), he is entitled, for the month following such last
month, to benefits under subsection (a) of this section.

Widow’s Insurance Benefits

(e)(1) The widow (as defined in section 216(c)) of an individual
who died a fully insured individuial [after 1939], if such widow—

(A) has not remarried,

(B) has attained retirement age,

(C)(i) has filed application for widow’s insurance benefits or
was entitled, after attainment of retirement age, to wife’s insur-
ance benefits, on the basis of the wages and self-employment
income of such individual, for the month preceding the month
in which he died, or ‘ :

(ii) was entitled, on the basis of such wages and self-employ-
ment income, to mother’s insurance benefits for the month pre-
ceding the month in which she attained retirement age, and

(D) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of her deceased husband,

shall be entitled to a widow’s insurance benefit for each month, begin-
ning with the first month after August 1950 in which she becomes so
entitled to such insurance benefits and ending with the month preced-
ing the first month in which any of the following occurs: she remarries,
dies, or becomes entitled to an old-age insurance benefit equal to or
exceeding three-fourths of the primary insurance amount of her
deceased husband.

(2) Such widow’s insurance benefit for each month shall be equal
to three-fourths of the primary insurance amount of her deceased
husband.

(3) In the case of any widow of an individual—

(A) who marries another individual, and

(B) whose marriage to the individual referred to in subpara-
graph (A) is terminated by his death which occurs within one
year after such marriage and he did not die a fully insured indi-
vidual the marriage to the individual referred to in clause (A)
shall, for the purposes of paragraph (1), be deemed not to have
occurred. No benefits shall be payable under this subsection by
reason of the preceding sentence for any month prior to which-
ever of the following 1s the latest: (i) the month in which the
death referred to in subparagraph (B) of the preceding sentence
occurs, (il) the twelfth month gefore.the month in which such
widow files application for purposes of this paragraph, or (iii)
November 1956.
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(4) In the case of a widow who marries—
(A) an individual entitled to benefits under subsection (f) or
(h) of this section, or ’ - L
(B) an individual who has attained the age of eighteen and
is entitled to benefits under subsection (d),
such widow’s entitlement to benefitsunder this subsection shall, not-
withstanding the provisions of paragraph (1), not be terminated by
reason of such marriage; except that, in the case of such a marriage
to an individual entitled to benefits under subsection (d), the preced-
ing provisions of this paragraph shall not apply with respect'to bene-
fits for months after the last month for which such individual is
entitled to such benefits under subsection (d) unless he ceases to be
so entitled by reason of his death.

Widower’s Insurance Benefits

(f)(1) The widower (as defined in section 216(g)) of an individual
who died a fully and currently insured individual [after August 1950],
if such widower— ;

(A) has not remarried, |

(B)--has attained retirement age,

(C) has filed application for widower’s insurance benefits or
was entitled to husband’s insurance benecfits, on the basis of the
wages and self-employment income of such individual, for the
month preceding the month in which she died,

(D)) was receiving at least one-half of his support, as deter-
mined in accordance with regulations prescribed by the Secretary.
from such individual at the time of her death or, if such in-
dividual had a period of disability which did not end prior to the
month in which she died, at the time such period began or
at the time of her death, and filed proof of such support within
two years after the date of such death, or, if she had such a period
of disability, within two years after the month in which she filed
application with respect to such period of disability or two years
after .the date of such death, as the case may be, or (ii) was
receiving at least one-half of his support, as determined in accord-
ance with regulations prescribed by the Secretary, from such
individual, and she was a currently insured individual, at the time
she became entitled to old-age or disability insurance benefits or,
if such individual had a period of disabifi’ty which did not end
prior to the month in which she became so entitled, at the time
such period began or at the time she became entitled to such
benefits, and filed proof of such support within two years after
the month in which she became entitled to such benefits, or, if she
had such a period of disability, within two years aftér the month
in which she filed application with respect to such period of dis-
ability or two years after the month in which she became entitled
to such benefits, as the case may be, and o

(E) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of his deceased wife,

shall be entitled to a widower’s insurance benefit for each month,
beginning with the first month after August 1950 in which he becomes
so entitled to such insurance benefits and ending with the month pre-
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ceding the first month in which any of the following occurs: he re-
marries, dies, or becomes entitled to an old-age insurance benefit
equal to or exceeding three-fourths of the primary insurance amount
of his deceased wife. . '

(2) The requirement in paragraph (1) that the deceased fully
insured individual also be a currently insured individual, and the
provisions of subparagraph (D) of such paragraph, shall not be
applicable in the case of any individual who—

(A) in the month prior to the month of his marriage to such
individual was entitled to, or on application therefor and attain-
ment of retirement age in such prior month would bhave been
entitled to, benefits under this subsection or subsection (h); or

(B) in the month prior to the month of his marriage to such
individual had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under
subsection (d).

(3) Such widower’s insurance benefit for each month shall be equal
tqfthree-fourths of the primary insurance amount of his deceased
wife. ‘

(4) In the case of a widower who marries—

(A) an individual entitled to benefits under subsection (e),
(g), or (h), or ,

(B) an individual who has attained the age of eighteen and is
entitled to benefits under subsection (d),

such widower’s entitlement to benefits under this subsection shall,
notwithstanding the provisions of paragraph (1), not be terminated
by reason of such marriage.

Mother’s Insurance Benefits

(2)(1) The widow and every former wife divorced (as defined in
section 216(d)) of an individual who died a fully or currently insured
individual [after 1939], if such widow or former wife divorced—

(A) has not remarried, .

(B) is not entitled to a widow’s insurance benefit,

(C) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of such individual,

(D) has filed application for mother’s insurance benefits, or
was entitled to wife’s insurance benefits on the basis of the wages
and self-employment income of such individual for the month
preceding the month in which he died,

(E) at the time of filing such application has in her care a
chi(id of such individual entitled to a child’s insurance benefit,
an .

(F) in the case of a former wife divorced, was receiving from
such individual (pursuant to agreement or court order) at least
one-half of her support at the time of his death or, if such in-
dividual had a period of disability which did not end prior to
the month in which he died, at the time such period began or at

. the time of such death, and the child referred to in subpara-
graph (E) is her son, daughter, or legally adopteéd child and the
benefits referred to in such subparagraph are payable on the
basis of such individual’s wages and self-employment income .
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shall be entitled to a mother’s insurance benefit for each month, begin-
ning with the first month after August 1950 in which she becomes so
entitled to such insurance benefits and ending with the month preced-
ing the first month in which any of the following occurs: no child of
such deceased individual is entitled to a child’s insurance benefit,
such widow or former wife divorced becomes entitled to an old-age
insurance benefit equal to or exceeding three-fourths of the primary
insurance amount of such deceased individual, she becomes entitled
to a widow’s insurance benefit, she remarries, or she dies. Entitlement
to such benefits shall also end, in the case of a former wife divorced,
with the month immediately preceding the first month in which no
son, daughter, or legally adopted child of such former wife divorced
is entitled to child’s insurance benefit on the basis of the wages and
self-employment income of such deceased individual.

(2) Such mother’s insurance benefit for each month shall be equal
to three-fourths of the primary insurance amount of such deceased
individual,

c§3) lIn the case of any widow or former wife divorced of an indi-
vidual—

(A) who marries another individual, and
(B) whose marriage to the individual referred to in subpara-
%ruph (A) is terminated by his death but she is not, and upon
ling application therefor in the month in which he died would
not be, entitled to benefits for such month on the basis of his
wages and self-employment income,
the marriage to the individual referred to in clause (A) shall, for the.
purpose of paragraph (1), be deemed not to have occurred. No benc-
fits shall be payable under this subsection by reason of the preceding
sentence for any month prior to whichever of the following is the latest:
(i) the month 1n which the death referred to in subparagraph (B) of
the preceding sentence occurs, (ii) the twelfth month before the month
in which such widow or former wile divorced files application for pur-
poses of this paragraph, or (iii) the month following the month in
which this paragraph is enacted.
(4) In the case of a widow or former wife divorced who marries—
(A) an individual entitled to benefits under subsection (a), (f),
or (h), or under section 223(a), or
(B) an individual who has attained the age of eighteen and is
entitled to benefits under subsection (d), :
the entitlement of such widow or former wife divorced to benefits under
this subsection shall, notwithstanding the provisions of paragraph (1),
not be terminated by reason of such marriage; excopt that, in thoe case
of such a marriage to an individual entitled to benefits under section
223(a) or subsection (d) of this section, the precedinfr provisions of
this paragraph shall not apply with respect to benefits for months
after the last month for which such individual is entitled to such
benefits under section 223(a) or subsection (d) of this section unless
(i) he ceases to be so entitled by reason of his death, or (ii) in the case
of an individual who was entitled to benefits under section 223(a), he
is entitled, for the month following such last-month, to benecfits under
subsection (a) of this section.
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Parent’s Insurance Benefits

(h) (1) Every parent (as defined in this subsection) of an individual
who died a fulf;f insured individual [after 19397, if such parent—

(A) has attained retirement age, .

(B) (i) was receiving at least one-half of his support from such
individual at-the time of such individual’s death or, if such indi-
vidual had a period of disability which did not end prior to the
month in which he died, at the time such period began or at the
time of such death, and (ii) filed proof of such support within
two years after the date of such death, or, if such individual had
such a period of disability, within two years after the month in
which such individual filed application with respect to such period
of disls)tbility or two years after the date of such death, as the case
may be,

(C) has not married since such individual’s death,

(D) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of such deceased indi-
vidual, and

(E) has filed application for parent’s insurance benefits,

shall be entitled to a parent’s insurance benefit for each month begin-
ning with the first month after August 1950 in which such parent
becomes so entitled to such parent’s insurance benefits and ending with
the month preceding the first month in which any of the following
occurs: such parent dies, marries, or becomes entitled to an old-age
insurance benefit equal to or exceeding three-fourths of the primary
insurance amount of such deceased individual.

(2) Such parent’s insurance benefit for each month shall be equal
to three-fourths of the primary insurance amount of such deceased
individual.

(3) As used in this subsection, the term ‘“parent’’ means the mother
or father of an individual, a stepparent of an individual by a marriage
contracted before such individual attained the age of sixteen, or an
adopting parent by whom an individual was adopted before he
attained the age of sixteen.

(4) In the case of a parent who marries—

(A) An individual entitled to benefits under this subsection or
subsection (e), (f), or (g), or

(B) an individual w{io has attained the age of eighteen and
is entitled to benefits under subsection (d),

such parent’s entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1), not be terminated by
reason of such marriage; except that, in the case of such a marriage
to a male individual entitled to benefits under subsection (d), the pre-
ceding provisions of this paragraph shall not a plfr with respect to
benefits for months after the fia.sla month for which such individual
is entitled to such benefits under subsection (d) unless he ceases to
be so entitled by reason of his death.
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Lump-Sum Death Payments

(i) Upon the death, after August 1950, of an individual who died
a fully or currently insured individual, an amount equal to threo
times such individual’s primary insurance amount, or an amount
equal to $255, whichever is the smaller, shall be paid in a lump sum
to the person, if any, determined by the Secretary to be the widow or
widower of the deceased and to have been living in the same house-
hold with the deceased at the time of death. If there is no such
porson, or if such person dies before receiving payment, then such
amount shall be [paid to any person or persons, equitaf)ly entitled
thereto, to the extent and in the proportions that he or they shall have
paid the expenses of burial of such insured individual. No payment
shall be made to any person under this subsection unless application
therefor shall have been filed, by or on behalf of any such person
(whether or not legally competent), prior to the expiration of two
years after the date of death of such insured individual, or unless
such person was entitled to wife’s or husband’s insurance benefits, on
the basis of the wages and self-employment income of such insured
individual, for the month preceding the month in which such individ-
ual died.] paid—

(1) if all or part %f the burial expenses of such insured individual
which are incurred by or through a funeral home or funeral homes
remains unpaid, to such funeral home or funeral homes to the extent
of such unpaid expenses, but only if (A) any person who assumed
the responsibility for the payment of all or any part of such burial
expenses files an application, prior to the expiration of two years
after the date of death of such insured individual, requesting that
such payment be made to such funeral home or funeral homes, or
(B) at least 90 days have elapsed atter the date of death of such
wnsured indwidual and prior to the expiration of such 90 days no
verson. has assumed responsibility for the payment of any of such
urial expenses;

(2) if all of the burial expenses of such insured individual which
were incurred by or through a funeral home or funeral homes have
been paid (including payments made under clause (1)), to any person
or persons, equitably entitled thereto, to the extent and in the propor-
tions that he or they shall have paid such burial expenses; or

(3) if any part of the amount payable under this subsection re-
mains after payments have been made pursuant to clauses (1) and
(2), to any person or persons, equitably entitled thereto, to the extent
and vn the proportions that he or they shall have paid other expenses
. connection with the burial of such insured individual, in the
following order of priority: (A) expenses of opening and closing the
grave of such insured indiidual, (B) expenses of providing the burial
plot of such insured individual, and (C) any remaining expenses in
connection with the burial of such insured individual.

No payment (except a payment authorized pursuant to clause (1)(A) of
the preceding sentence) ghall be made to any 5)erson under this subsection
unless application therefor shall have been filed, by or on bekalf of such
person (whether or not legally competent), prior to the expiration of two
years after the date of death of such insured individual, or unless such
person was entitled to wife’s or husband’s insurance benefits, on the basis

69766--60 ——10
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of the wages and self-employment income of such insured individual, for
the month preceding the month in which such individual died. In the
case of any individual who died outside the forty-eight States and the
District of Columbia after December 1953 and before January'1, 1957
whose death occurred while he was in the active military or naval
service of the United States, and who is returned to any of such States,
the District of Columbia, Alt’mska, Hawaii, Puerto Rico, or the Virgin
Islands for interment or reinterment, the provisions of the preceding
sentence shall not prevent payment to any person under the second
sentence of this subsection if application for & lump sum death pay-
ment with respect to such deceased individual is filed by or on behalf
of such person (whether or not legally competent) prior to the expira-
tion of two years after the date og such interment or reinterment. In
the case of any individual who died outside the forty-nine States and
the District of Columbia after December 1956 while he was perform-
ing service, as a member of a uniformed service, to which the pro-
visions of section 210(m)(1) are applicable, and who is returned to
any of such States or the District of Columbina, or to any Territory
or possession of the United States, for interment or reinterment,
the provisions of the third sentence of this subsection shall not
prevent payment to any person under the second sentence of
this subsection if application for a lump-sum death payment with
respect to such deceased individual is filed by or on behalf of such
person (whether or not legally competent) prior to the expiratinn of
two years after the date of such interment or reinterment.

Application for Monthly Insurance Benefits

(3)(1) An individual who would have been entitled to a benefit
unc{er subsection (a), (b), (¢), (d), (e), (f), (g), or (h) for any month
after August 1950 had he filed application therefor prior to the end of
such month shall be entitled to such benefit for such month if he
files application therefor prior to the end of the twelfth month imme-
diately succeeding such month. Any benefit for a month prior to
the month in which application is filed shall be reduced, to any extent
that may be necessary, so that it will not render erroneous any benefit
which, before the filing of such application, the Secretary has certified
for payment for such prior month.

(2) No application for any benefit under this section for any month
after August 1950 which is filed prior to three months before the first
mouth for which the applicant becomes entitled to such benefit shall
be accepted as an application for the purposes of this section; and any
application filed within such three months’ period shall be deemed to
have been filed in such first month. ,

(3) Notwithstanding the provisions of paragraph (1), [a woman
may, at her option,} an individual may, at his option, waive entitle-
ment to old-age insurance benefits, [or] wife’s insurance benefits, or
husband’s insurance benefits for any one or more consecutive months
which occur— .

(A) after the month before the month in which [she] such
individual attains [the age of 627 retirement age,

(B) prior to the month in which [she] such individual attains
the age of sixty-five, and
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(C) prior to the month in which [she)} such individual files
application for such benefits.

and, in such case, [she] such individual shall not be considered as

entitled to such benefits for any such month or months before [she]

he filed such application. [A woman] An individual shall be deemed

to have waived such entitlement for any such month for which such

benefit would, under the second sentence of paragraph (1), be reduced
to zero. ‘
Simultaneous Entitlement to Benefits

(k) (1) A child, entitled to child’s insurance benefits on the basis
of the wages and self-employment income of an insured individual,
who would be entitled, on filing application, to child’s insurance bene-
fits on the basis of the wages and self-employment income of some
other insured individual, shall be deemed entitled, subject to the pro-
visions of paragraph (2) hereof, to child’s insurance benefits on the
basis of the wages and self-employment income of such other individ-
ual if an application for child’s insurance benefits on the basis of the
wages and self-employment income of such other individual has been
filed by any other child who would, on filing application, be entitled
to child’s insurance benefits on the basis of the wages and self-employ-
ment income of both such insured individuals.

(2) (A) Any child who under the preceding provisions of this
section is entitled for any month to more than one child’s insurance
benefit shall, notwithstanding such provisions, be entited to only one
of such child’s insurance benefits for such month, such benefit to be the
one based on the wages and self-employment income of the insured
individual who has the greatest primary insurance amount.

(B) Any individual who, under the preceding provisions of this sec-
tion and under the provisions of section 223, is entitled for any month
to more than one monthly insurance benefit (other than old-age or
disability insurance benefit) under this title shall be entitled to only
one such monthly benefit for such month, such benefit to be the largest
of the monthly benefits to which he (but for this subparagraph (B))
would otherwise be entitled for such month.

(3) If an individual is entitled to an old-age or disability insurance
benefit for any month and to any other monthly insurance benefit
for such month, such other insurance benefit for such month, after
any reduction under subsection (q) and any reduction under section
203(a), shall be reduced, but not below zero, by an amount 2qual to
such old-age or disability insurance benefit (after reduction under
such subsection (q)). '

Entitlement to Survivor Benefits Under Railroad Retirement Act

(I) If any person would be entitled, upon filing application there-
for to an annuity under section 5 of the Railroad Retirement Act of
1937, or to a lump-sum payment under subsection (f) (1) of such sec-
tion, with respect to the death of an employee (as defined in such Aect)
no lump-sum death payment, and no monthly benefit for the month in
which such employee died or for any month thereafter, shall be paid
under this section to any person on the basis of the wages and self-
employment income of such employee.
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Minimum Survivor’s or Dependent’s Benefit

(m) In any case in which the benefit of any individual for any
month under this section (other than subsection (a)) is, prior to
reduction under subsection (k)(3) and subsection (q), less than the
first figure in column IV of the table. in section 215(a) and no other
individual is (without the application of section 202(3)(1)) entitled to
a benefit under this section for such month on the basis of the same
wages and self-employment income, such benefit for such month shall,
Erior to reduction under such subsection (k)(3) and subsection (q),

e in(;reased to the first figure in column IV of the table in section
215(a).

Termination of Benefits Under Deportation of Primary Beneficiary

(n) (1) If any individual is (after the date of enactment of this
subsection) deported under paragraph (1), (2), (4), (56), (6), (),
(10), (11); (12), (14), (15), (16), (17), or (18) of section 241 (a) of
the Immigration and Nationality Act, then, notwithstanding any
other provisions of this title—

(A) no monthly benefit under this section or section 223 shall
be paid to such individual, on the basis of his wages and self-
employment income, for any month occurring (i) after the month
in which the Secretary is notified by the Attorney General that
such individual has been so deported, and (ii) before the month
in which such individual is thereafter lawfully admitted to the
United States for permanent residence,

(B) if no benefit could be paid to such individual (or if no
benefit could be paid to him if he were alive) for any month by
reason of subparagraph (A), no monthly benefit under this sec-
tion shall be paid, on the basis of his wages and self-employment
income, for such month to any other person who is not a citizen
of the United States and is outside the United States for any part
of such month, and

(C) no lump-sum death payment shall be made on the basis
of such individual’s wages and self-employment income if he dies
(i) in or after the month in which such notice is received, and
(ii) before the month in which he is thereafter lawfully admitted
to the United States for permanent residence.

Section 203 (b) and (¢) of this Act shall not apply with respect to
any such individual for any month for which no monthly benefit may
be paid to him by reason of this paragraph.

(2) As soon as practicable after the deportation of any individual
under any of the paragraphs of section 241 (a) of the Immigration
and Nationality Act enumerated in paragraph (1) in this subsection,
the Attorney General shall notify the Secretary of such deportation.

Application for Benefits by Survivors of Members and Former
Members of the Uniformed Services

(0) In the case of any individual who would be entitled to benefits
under subsection (d), (e), (¢), or (h) upon filing proper application
therefor, the filing with the Administrator of Veterans’ Affairs by or
on behall of such individual of an application for such benefits,
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on the form prescribed under section 601 of the Servicemen’s and
Veterans’ Survivor Benefits Act, shall satisfy the requirement of such
subsiacct{ion (d), (e), (g), or (h) that an application for such benefits
be filed.

Extension of Period for Filing Proof of Support and Applications for
Lump-Sum Death Payment

(p) In any case in which there is a failure—

(1) to file proof of support under subparagraph (C) of sub-
section (c)(1), clause (i) or (ii) of subparagraph (D) of subsec-
tion (f)(1), or subparagraph (B) of subsection (h)(1), or under
clause (B) of subsection (f)(1) of this section as in effect prior
to the Social Security Act Amendments of 1950 within the period
prescribed by such subparagraph or clause, or

(2) to 1ile, in the case of a death after 1946, application for a
lump-sum death payment under subsection (i), or under subsec-
tion (g) of this section as in effect prior to the Social Security
Act Amendments of 1950, within the period prescribed by such
subsection, _

and it is shown to the satisfaction of the Secretary that there was good
cause for failure to file such proof or application, as the case may be,
within such period, such proof or application shall be deemed to have
been filed within such period if it is filed within two years following
such period or within two years following August 1956, whichever is
later. The determination of what constitutes good cause for purposes
of this subsection shall be made in accordance with regulations of the
Secretary.

[Adjustment of Old-Age and Wife’s Insurance Benefit Amounts in
Accordance With Age of Female Beneficiary

[(q)(1) The old-age insurance benefit of any woman for any month
prior to the month in which she attains the age of sixty-five shall be
reduced by—

[(A) % of 1 per centum, multiplied by

[(B) the number equal to the number of months in the period
beginning with the first day of the first month for which she is
entitled to an old-age insurance benefit and ending with the last
day of the month before the month in which she would atitain
the age of sixty-five.

[(2) The wife’s insurance benefit of any wife for any month after
the month preceding the month in which she attains the age of sixty-
two and prior to the month in which she attains the age of sixty-five
shall be reduced by—

[(A) 2% ofy 1 per centum, multiplied by

[(B) the number equal to the number of months in the period
beginning with the first day of the first month for which she is
entitled to such wife’s insurance benefit and ending with the last
day of the month before the month in which she would attain the
age of sixty-five, except that in no event shall such period start
earlier than the first day of the month in which she attains the
age of sixty-two. '
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--The preceding provisions of this Ear raph shall not apply to the
benefit for any month in which such wife has in her care (individually
or jointly with the individual on whose wages and self-employment
income such wife’s insurance benefit is based) a child sntitled to child’s
insurance benefits on the basis of such wages and self-employment
income. With respect to any month in the period spédified in clause
(B) of the first sentence, if such ‘wife does not have in such month such
a child in her care (individually or jointly with such individual), she
shall be deemed to have such a child in her care in such month for the
purposes of the preceding sentence unless there is in effect for such
month a certificate filed by her with the Secretary, in accordance with
regulations prescribed by him, in which she elects to recéive wife'’s
insurance benefits reduced as provided in this subsection. Any
certificate filed pursuant to the preceding sentence shall be effective for
purposes of such sentence-—

[() for the month in which it is filed, and for any month thore-
after, if in such month she does not have such a child in her care
(individually or jointly with such individual), and »

[(ii) for the period of one or more consecutive months (not ex-
ceeding twelve) immediately preceding the month in which such
certificate is filed which is designated by her (not including as
part of such period any month in which she had such a child in
her care (individually or jointly with such individual)).

If such a certificate is filed, the period referred to in clause (B) of the
first sentence of this paragraph shall commence with the first day of
the first month (i) for which she is entitled to a wife’s insurance bene-
fit, (ii) which occurs after the month preceding the month in which she
attained the age of sixty-two, and (iii) for which such certificate
is effective. A

L[(3) In the case of any woman who is entitled to an old-age insur-
ance benefit to which paragraph (1) is applicable and who, for the
first month for which she is so entitled (but not for any prior month)
or for any later month occurring before the month in which she attains
the age of sixty-five, is entitled to a wife’s insurance benefit to which
paragraph (2) 1s applicable, the amount of such wife’s insurance bene-
fit for any month prior to the month in which she attains the age of
sixty-five shall, in lieu of the reduction provided in paragraph (2), be
reduced by the sum of— .

[(A) an amount equal to the amount by which such old-age
irisumnce benefit for such month is reduced under paragraph (1),
plus _

[(B) an amount equal to—

E£(i) the number equal to the number of months specified
in clause (B) of paragraph (2), multiplied by :

[(ii) 2%e of 1 per centum, and further multiplied by

[(ii1) the excess of such wife’s insurance beuefit prior to
reduction under this subsection over the old-age insurance
benefit prior to reduction under this subsection.

[(4) In the case of any woman who is or was entitled to a wife's
insurance benefit to whick paragraph (2) is applicable and who, for
any month after the first month for which she .is or was so_entitled
(but not for such first month or any earlier month) occurring before
the month in which she attains the age of sixty-five, is entitled to an
old-age insurance benefit, the amount of such old-age insurance benefit
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for any month prior to.the month in which she attains the age of
sixty-five shall, in lieu of the reduction provided in paragraph (1),
be reduced by the sum of— :

[(A) an amount equal to the amount by which such wife’s
insurance benefit is reduced under paragraph (2) for such month
(or, if she is not entitled to a wife’s insurance benefit for such
month, by an amount equal to the amount by which such benefit
wlas reduced for the last month for which she was entitled thereto),

us .

[(B) if the old-age insurance benefit for such month prior to
reduction under this subsection exceeds such wife’s insurance
beriefit. prior to reduction under this subsection, an amount equal
to—-

[(i) the number equal to the number of months specified
in clause (B) of paragraph (1), multiplied by
E(ii) % of 1 per centum, and further multiplied by
(ii1) the excess of such old-age insurance benefit over such
wife’s insurance benefit.

[(5) In the case of any woman who is entitled to an old-age insur-
ence benefit for the month in which she attains the age of sixty-five
or any month thereafter, such benefit for such month shall, if she
was also entitled to such benefit for any one or more months prior to
the month in which she attained the age of sixty-five and such benefit
for any such prior month was reduced under paragraph (1) or (4), be
reduced as provided in such paragraph, except that there shall be sub-
tracted, from the number specified in clause (B) of such paragraph—

[(A) the number equal to the number of months for which
such benefit was reduced under such paragraph, but for which
such benefit was subject to deductions under paragraph (1) or
(2) of section 203(b), .

and excopt that, in the case of any such benefit reduced under para-
graph (4), there also shall be subtracted from the number specified
in clause (B) of paragraph (2), for the purpose of computing the
amount referred to in clause (A) of paragraph (4)—

[(B) the number equal to the number of months for which
the wife’s insurance benefit was reduced under such paragraph
(2), but for which such benefit was subject to deductions under
paragraph (1) or (2) of section 203(b), under section 203(c), or
under section 222(b).

[(C) the number equal to the number of months occurring after
the first month for which such wife’s insurance benefit was re-
duced under such paragraph (2) in which she had in her care
(individually or jointly with the individual on whose wages and
self-employment income such benefit is based) a child of such
individual entitled to child’s insurance benefits, and

[(D) the number equal to the number of months for which such
wife’s insurance benefit was reduced uunder such paragraph (2),
but in or after which her entitlement to wife’s insurance benefits
was terminated because her husband ceased to be under a dis-
ability, not including in such number of months any month after
%ucléhtermination in which she was entitled to wife’s insurance

enefits. ‘ : A
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Such subtraction shall be made only if the total of such months speci-
fied in clauses (A), (B), (C), and (D) of the lgredéding sentence is not
less than three. i?or purposes of clauses (B) and (C) of this para-

aph, a wife’s insurance benefit shall not be considered terminated
or any reason prior to the month in which she attains the age of
sixty-five. :

[(6) In the case of any woman who is entitled to a wife’s insurance
benefit for the month in which she attains the ageof sixty-five or any
month thereafter, such benefit for such month shall, if she was also
entitled to such benefit for any one or more moriths prior to the month
in which she attained the age of sixty-five and-such benefit for any
such prior month was reduced under paragraph (2) or (3), be reduced
as provided in such paragraph, except that there shall be subtracted
from the number specified in clause (B) of such paragraph—

(A) the number equal to the number of months for which
such benefit was reduced under such paragraph, but for which
such benefit was subject to deductions under section 203(b) (1)
or (2), under scction 203(c), or under section 222(b),

[(B) the number equal to the number of months, occurring
after the first month for which such benefit was reduced under
such paragraph, in which she had in her care (individually or
jointly with the individual on whose wages and self-employment
income such benefit is based) a child of such individual entitled
to child’s insurance benefits,

and except that, in the case of any such benefit reduced under para-
graph (3), there also shall be subtracted from the number specified
in clause (B) of paragraph (1), for the purpose of computing the
amount veferred to in clause (A) of paragraph (3) and—

[(C) the number equal to the number of months for which such
benefit was reduced under such paragraph, but in or after which
her entitlement to wife’s insurance benefits was terminated be-
cause her husband ceased to be under a disability, not including in
such number of months any month after such termination in
which she was entitled to wife’s insurance benefits.

(D) the number equal to the number of months for which the
old-age insurance benefit was reduced under such paragraph
(1) but for which such benefit was subject to deductions under
paragraph (1) or (2) of section 203(b).

Such subtraction shall be made only if the total of such months speci-
fied in clauses (A), (B), (C), and (D) of the preceding sentence is not
less than three.

L(7) In the case of a woman who is entitled to an old-age insurance
benefit to which paragraph (5) is applicable and -who, for the month
in which she attains the age of sixty-five (but not for any prior month)
or for any later month, 1s entitled to a wife’s insurance benefit, the
amount of such wife’s insurance benefit for any month shall be reduced
by an amount equal to the amount by which the old-age insurance
benefit is reduced under paragraph (5) for such month.

L(8) In the case of » woman who is or was entitled to a wife’s insur-
ance benefit to which paragraph (2) was applicable and who, for the
month in which she attains the age of sixty-five (but not for any prior
month) or for any later month, is entitled to an old-age insurance
benefit, the amount of such old-age insurance benefit for any month
shall be reduced by an amount equal to the amount by which the wife’s
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insurance benefit is reduced under paragraph (6) for such month (or,
if she is not entitled to a wife’s insurance benefit for such month, by
(i) an amount equal to the amount by which such benefit for the last
month for which she was entitled thereto was reduced, or (ii) if
smaller, an amount equal to the amount by which such benefit would
have been reduced under paragraph (6) for the month in which she
attained the age of sixty-five if entitlement to such benefit had not
terminated before such monthy).

[(9) The preceding paragraphs shall be applied to old-age insur-
ance benefits and wife’s insurance benefits after reduction under sec-
tion 203(a) and application of section 215(g). If the amount of any
reduction computed under paragraph (1), under paragraph (2), under
clause (A) or clause (B) of paragraph (3), or under clause (A) or
clause (B) of paragraph (4) is not a multiple of $0.10, it shall be
reduced to the next lower multiple of $0.10.]

Adjustment of Old-Age, Wife's, and IHusband’s Insurance Benefit
Amounts in Accordance With Age of Beneficiary

(@)(1) The old-age insurance benefit of any individual for any month
prior to the month in which such individual attains the age of sixty-five
shall be reduced by—

(A) five-ninths of 1 per centum, multiplied by

(B) the number equal to the number of months in the period
beginning with the first day of the first month for which such in-
dividual 1s entitled to an old-age insurance benefit and ending with
with the last day of the month before the month in which such in-
dividual would attain the age of svrty-five.

(2) The wife’s or husband’s insurance benefit of any individual for any
month after the month preceding the month in which, such individual
aftains retirement age and prior to the month in which such individual
attains the age of sixty-five shall be reduced by—

(A) twenty-five thirty-sixths of 1 per centum, multiplied by
(B3) the number equal to the number of months in the period
beginning with the first day of the first month for which such
individual vs entitled to such wife’s or husband’s (as the case may be)
insurance benefit and ending with the last day of the month before
the month in which such individual would attain the age of sixty-
Jive, except that in no event shall such period start earlier than the
Jirst day of the month in which such individual attains retirement age.
In the case of an individual entitled to wife’s insurance benefits, the pre-
ceding provistons of this paragraph shall not apply to the benefit for any
month in which such individual has in her care (tndividually or jointly
with the indiidual on whose wages and self-employment income her
wife’s insurance benefit is based) a child entitled to child’s insurance
benefits on the basis of such wages and seﬁlf—employment income. With
respect to any month in the period specified in clause (B) of the first
sentence of this paragraph, if (in the case of an individual entitled to
wife’s insurance benefits) such individual does not have in such month
such @ child in her care (individually or jointly with the individual on
whose wages and self-employment income her wife’s insurance benefit is
based), she shall be deemed to have such a child in her care in such month
Jor the purposes of the preceding sentence unless there is in effect for such
month a certificate filed by her with the Secretary, in accordance with
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regulations prescribed by him, in which she elects to receive wife’s insur-
ance benefits reduced as provided in this subsection. Any certificate filed
pursuant to the preceding sentence shall be effective for purposes of such
sentence—- : .

(2) for the month in which it is filed, and for any month thereafter,
if wn such month she does not have such a child in her care (vndi-
vidually or jointly with the individual on whose wages and self-
employment income her wife’s insurance benefit is based), and

(1) for the period of one or more consecutive months (not exceeding
twelve) immedrately preceding the month vn which such certificate vs
JSiled which is designated by her (not including as part of such period
any month 1 which she had such a child vn her care (individually or
jointly with the individual on whose wages and self-employment
tncome her wife’s insurance benefit is based)).

* * * * * * *

If such a certificate s filed, the period referred to in clause (I3) of the
Jfirst sentence of this paragraph shall commence with the first day of the
Jirst month (2) for which such individual is entitled to a wife’s insurance
benefit, (i2) which occurs after the month preceding the month in which
she attains retirement age, and (i1t) for which such certificate is effective.

(8) In the case of any wmdividual who is entitled to an old-age insur-
ance benefit to which paragraph (1) is applicable and who, for the first
month for which such individual is so entitled (but not for any prior
month) or for any later month occurring before the month in which such
indavidual attains the age of sixty-five, is entitled to a wife’s or husband’s
insurance benefit to which paragraph (2) is applicable, the amount of
such wife’s or husband’s insurance benefit for any month prior to the
month tn which such individual attains the age of suwty-five shall, wn lieu
of the reduction provided in_paragraph (2), be reduced by the sum of—

(A) an amount equal to the amount by which such old-age vnsur-
ance benefit for such month s reduced under paragraph (1), plus
(B) an amount equal to—
(z) the number equal to the number of months specified in
clause (B) of paragraph (2), multiplied by
(12) twenty-five thirty-sixths of 1 per centum, and further
multiplied by
(112) the excess of such wife’s or husband’s insurance benefit

(as the case may be) prior to reduction under this subsection

over the old-age insurance benefit prior to reduction under this

subsection.

(4) In the case of any individual who s or was entitled to a wife’s
or husband’s insurance benefit to which paragraph (2) is applicable and
who, for any month after the first month for which such indiwidual is or
was so entitled (but not for such first month or any earlier month) occur-
ring before the month in which such individual attains the age of sixty-five,
1s entitled to an old-age insurance benefit, the amount of such old-age
insurance benefit for any month prior to the month in which such individual -
attains the age of sixty-five shall, in lieu of the reduction provided in para-
graph (1), be reduced by the sum of—

) an amount equal to the amount by which such wife’s or
husband’s (as the case may be) insurance benefit is reduced under
paragraph (2) for such month (or, if such individual is not entitled
to a wife’s or husband’s insurance benefit for such month, by an
amount equal to the amount by which such benefit was reduced for
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the last month for which such individual was entitled to such a
benefit), plus

(B) 1f the old-age vnsurance benefit for such month prior to reduc-
tion under this subsection exceeds such wife's or husband’s (as the
case may be) insurance benefit prior to reduction under this sub-
section, and amount equal to—

(2) the number equal to the number of months specified in
clause (B) of paragraph (1), multiplied by

(12) five-ninths of 1 per centum, and further multiplied by

(122) the excess of such old-age insurance benefit over such
wife’s or husband’s (as the case may be) insurance benefit.

(5) Inthe case of any indindual who vs entitled to an old-age insurance
benefit for the month wn which such individual attains the age of sixty-five
or any month thereafter, such benefit for such month shall, if such individ-
ual was also entitled to such benefit for any one or more months prior to
the month in which such indivnidual attained the age of sixty-five and such
benefit for any such prior month was reduced under paragraph (1) or (4),
be reduced as provided in such paragraph, except that there shall be sub-
tracted, from the number specified in clause (F) of such paragraph—

(A) the number equal to the number of months for which such
benefit was reduced under such paragraph, but for which such
benefit was subject to deductions under paragraph (1) or (2) of
section 203(b),

and except that, in the case of any such benefit reduced under paragraph
(4), there also shall be subtracted from the number specified in clause (13)
of paragraph (2), for the purpose of computing the amount referred to in
cause (A) of paragraph (4)—

(B) the number equal to the number of months for which the wife’s
or husband’s (as the case may be) insurance benefit was reduced
under such paragrabh (2), but for which such benefit was subject to
deductions under paragraph (1) or (2) of section 203(b), under
section 208(c), or under section 222(b),

(O) in case of a wife’s insurance benefit, the number equal to the
number of months occurring after the first month for which such
benefit was reduced under paragraph (2) in which such individual
had in her care (individually or jointly with the individual on whose
wages and self-employment income- such benefit s based) a child of
such individual entitled to child’s insurance benefits, and

(D) the number equal to the number of months for which such
wife’'s or husband’s (as the case may be) insurance benefit was re-
duced under such paragraph (2), but in or after which such indi-
vidual's entitlement to wife’s or husband’s insurance benefits was
terminated because such individual’'s spouse ceased to be under a
disability, not including in such number of months any month after
such termination wn which such individual was entitled to unfe’s or
husband’s insurance benefits.

Such subtraction shall be made only if the total of such months specified
in clauses (A), (B), ((), and (D) of the preceding sentence vs not less
than three. For purposes of clauses (B) and (C) of this paragraph, the
wife’s or husband’s insurance benefit of an individual shall not be con-
sidered terminated for any reason prior lo the month in which such indi-
vidual attained the age of sixty-five.
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(6) In the case of any individual who 1s entitled to a wife’s or hus-
band’s insurance benefit for the month in which such individual attains
the age of sixty-five or any month thereafter, such benefit for such month,
shall, if such idividual was also entitled to such benefit for any one or
more months prior to the month in which such individual attained the
age of sixty-five and such benefit for any such prior month was reduced
wnder paragraph (2) or (8), be reduced as provided in such paragraph,
except that there shall be subtracted from the number specified in clause
(B) of such paragraph—

(A) the number equal to the number of months for which such
benefit was reduced wnder such paragraph, but for which swch bene-
it was subject to deductions under section 203(b) (1) or (2), under
section 203(c), or under section 222(b),

(B) in case of a wife’s insurance benefit, the number equal to the
number of months, occurring after the first month for which such
benefit was reduced under such paragraph, in which such individual
had in her care (individually or jointly with the individual on whose
wages and self-employment income such benefit is based) a child of
such individual entitled to child’s tnsurance benefits, and

(O) the number equal to the number of months for which such
wife’s or husband’s (as the case may be) insurance benefit was re-
duced under such paragraph, but in or after which such individual’s
entitlement to wife’s or husband’s insurance benefits was terminated
because such individual’s spouse ceased to be under a disability, not
including in such number of months any month after such termina-
tion in which such individual was entitled to wife’s or husband’s
insurance benefits,

and except that, in the case of any such benefit reduced under paragraph
(8), there also shall be subtracted from the number specified in clause (8)
of paragraph (1), for the purpose of computing the amount referred to in
clause (A) of paragraph (3)— "

(D) the number equal to the number of months for which the old-
age insurance benefit was reduced under such paragraph (1) but for
which such benefit was subject to deductions under paragraph (1) or
(2) of section 203(b).

Such subtraction shall be made only if the total of such months specified
in clauses (A), (B), (C), and (D) of the preceding sentence is not less
than three.

(7) I the case of an individual who s entitled to an old-age tnsurance
benefit to which paragraph (§) is applicalbe and who, for the month in
which such individual attains the age of sizty-five (but not for any prior
month) or for any later month, vs entitled to a wife’s or hushand’s insurance
benefit, the amount of such wife’'s or husband’s insurance benefit for any
month shall be reduced by an amount equal to the amount by which the
old-age insurance benefit is reduced under paragraph (6) for such month.

(8) In the case of an individual who 1s or was entitled to @ wife’s or-
husband’s insurance benefit to which paragraph (2) was applicable and
who, for the month in which such individual attains the age of sixty-five
(but not for any prior month) or for any later month, is entatled to an old-
age insurance benefit, the amount of such old-age insurance benej for
any month shall be reduced by an amount equal to the amount by which
the wife’s or husband’s (as the case may be) insurance benefit is reduced
under paragraph (6) for such month (or, if such individual is not en-
titled to a wife’s or husband’s insurance benefit for such month, by ()
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an amount equal to the amount by which such benefit for the last month
for which such individual was entitled thereto was reduced, or (it) if
smaller, an amount equal to the amount by which such benefit would
have been reduced under paragraph (6) for the month in which such indi-
vidual attained the age of sixty-five if entitlement to such berefit had not
terminated before such month).

9) The preceding paragraphs shall be applied to old-age insurance
benefits, wife’s insurance benefits, and husband’s insurance benefits
after reduction under section 2038(a) and application of section 2156(g).
If the amount of any reduction computed under paragraph (1), under
paragraph (2), under clause (A) or clause (B) of paragraph (3), or under
clause (A) or clause (IB3) of paragraph (4) is not @ multiple of $0.10, 1t
shall be reduced to the next lower multiple of $0.10.

[Presumed Filing of A‘gplication by Woman Eligible for Old-Age and
ife’s Insurance Benefits

[(r) Any woman who becomes entitled to an old-age insurance
benefit for any month prior to the month in which she attains the age
of sixty-five and who 1s eligible for a wife’s insurance benefit for the
same month shall be deemed to have filed an application in such month
for wife’s insurance benefits. Any woman who becomes entitled to a
wife’s insurance benefit for any month prior to the month in which
she attains the age of sixty-five and who is eligible for an old-age
insurance benefit for the same month shall be deemed, unless she has
in such month a child in her care (individually or jointly with the
individual on whose wages and self-employment income her wife’s
insurance benefits are based) a child entitled to child’s insurance bene-
fits on the basis of such wages and self-employment income, to have
filed an application in such month for old-age insurance benefits. For
purposes of this subsection an individual shall be deemed eligible for a
benefit for a month if, upon filing application therefor in such month,
she would have been entitled to such benefit for such month.]

Presumed I'iling of Application by Individual Eligible for Old-Age and
Wife's or Husband’s Insurance Benefits

(r) Any individual who becomes entitled to an old-age insurance
benefit for any month prior to the month in which such individual attains
the age of sixty-five and who s eligible for a wife’s or husband’s insurance
benefit for the same month shall be deemed to have filed an application in
such month for wife’s or husband’s (as the case may be) insurance benefits.
Any individual who becomes entitled to a wife’s or husband’s insurance
benefit for any month prior to the month in which such individual attains
the aye of siaty-five and who s eligible for an old-aye insurance benefit
for the same month shall be deemed, unless (in the case of an individual
entitled to wife’s tnsurance benefits) such individual has in such month
in her care (vndividually or jointly with the individual on whose wages
and self-employment income her wife’s insurance benefits are based) a
child entitled to child’s insurance benefits on the basis of such wages and
self-employment income, to have filed an application in such month for
old-age insurance benefits. For purposes of this subsection an individual
shall be deemed eligible for a benefit for a month if, upon filing application
therefor in such month, such individual would have been entitled to such
benefit for such month.
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[Female Disability Insurance Beneficiary

[(s) (1) If any woman becomes entitled to a widow’s insurance
benefit or parent’s insurance benefit for a month before the month in
which she attains the age of sixty-five, or becomes entitled to an old-
age insurance benefit or wife’s insurance benefit for a month before
the month in which she attains the age of sixty-five which is reduced
under the provisions of subsection (q), such individual may not there-
after become entitled to disability insurance benefits under this title,

[(2) If & woman would, but for the provisions of subsection (k) (2)
(B), be entitled for any month to a disability insurance benefit and to
a wife’s insurance benefit, subsection (q) shall be applicable to such
wife’s insurance benefit for such month only to the extent it exceeds
such disability insurance benefit for such month,

L(3) The entitlement of any woman to disability insurance benefits
shall terminate with the month before the month in which she becomes
entitled to old-age insurance benefits.]

Disability Insurance Beneficiary

(s) (1) If any individual becomes entitled to a widow’s insurance ben-
efit, widower’s insurance benefit, or parent’s insurance benefit for a
month before the month in which such individual attains the age of sixty-
JSive, or becomes entitled to an old-aye insurance benefit, wife’s insurance
benefit, or husband’s insurance benefit for a month before the month in
whaich such individual attarns the age of sixty-five which s reduced under
the provisions of subsection (q), such individual may not thereafter become
entatled to disability insurance benefits under this title.

(2) If an individual would, but for the provisions of subsection (k)(2)
(B), be entitled for any month to a disability insurance benefit and to a
wife’s or husband’s insurance benefit, subsection (¢) shall be applicable
to such wife’s or husband’s insurance benefit (as the case may be) for
such month only to the extent it exceeds such disability insurance benefit
for such month.

(8) The entitlement of any individual to disability insurance benefits
shall terminate with the month before the month in which such individual
becomes entitled to old-age insurance benefits.”

Suspension of Benefits of Aliens Who Are Outside the United States

(t) (1) Notwithstanding any other provision of this title, no
monthly benefits shall be paid under this section or under section 223
to any individual who is not a citizen or national of the United States
for any month which is—

(4) after the sixth consecutive calendar month during all of
which the Secretary finds, on the basis of information furnished
to him by the Attorney General or information which otherwise
comes to his attention, that such individual is outside the United
States, and

(B) prior to the first month thereafter for all of which such
individual has been in the United States.

(2) Paragraph (1) shall not apply to any individual who is a cit-
izen of a foreign country which the Secretary finds has in effect a
social insurance or pension system which is of gencral application in
such country and under which— ‘
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(A) periodic benefits, or the actuarial equivalent thereof, are
paid on account of old age, retirement, or death, and

(B) individuals who are. citizens of the United States but not
citizens of such foreign country and who qualify for such benefits
are permitted to receive such benefits or the actuarial equivalent
thereof while outside such foreign country without regard to the
duration of the absence.

(3) Paragraph (1) shall not apply in any case where its application
would be contrary to any treaty obligation of the United States in
effect on the date of the enactment of this subsection.

(4) Paragraph (1) shall not apply to any benefit for any month
i—

(A) not less than forty of the quarters elapsing before such
month are quarters of coverage for the individual on whose wages
and self-employment income such benefit is based, or

(B) the individual on whose wages and self-employment in-
come such benefit is based has, hefore such month, resided in the
United States for a period or periods aggregating ten years or
more, Or

(C) the individual entitled to such benefit is outside the United
States while in the active military or naval service of the United
States, or '

(D) the individual on whose wages and self-employment income
such benefit is based died, before such month, either (i) while on
active duty or inactive duty training (as those terms are defined
in section 210(m) (2) and (3)) as a member of a uniformed service
(as defined in section 210(n)), or (i1) as the result of a discase or
injury which the Administrator of Veterans’ Affairs determines
was Incurred or aggravated in line of duty while on active duty
(as defined in section 210(m)(2)), or an injury which he deter-
mines was incurred or aggravated 1n line of duty while on inactive
duty training (as defined in section 210(m)(3)), as & member of o
uniformed service (as defined in section 210(n)), if the Adminis-
trator determines that such individual was discharged or released
from the period of such active duty or inactive duty training
under conditions other than dishonoreble, and if the Adminis-
trator certifies to the Secretary his determinations with respect
to such individual under this clause, or

E) the individual on whose employment such benefit is based
had been in service covered by the Railroad Retirement Act which
was treated as employment covered by this Act pursuant to the
provisions of section 5 (k) (1) of the Railroad Retirement Act.

(5) No person who is, or upon application would be, entitled to a
monthly benefit under this section for December 1956 shall be deprived,
by reason of paragraph (1), of such benefit or any other benefit based
on the wages and self-employment income of the individual on whose
wages and self-employment income such monthly benefit for December
1956 is based.

(6) If an individual is outside the United States when he dies and
no benefit may, by reason of paragraph (1), be paid to him for the
month preceding the month in which he dies, no lump-sum death pay-
ment may be made on the basis of such individual’s wages and self-
employment income.
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(7) Subsections (b) and (c¢) of section 203 shall not apply with
respect to any individual for any month for which no monthly benefit
may be paid to him by reason of paragraph (1) of this subsection.

(8) Tlll)e Attorney General shall certify to the Secretary such infor-
mation regarding aliens who depart from the United States to any
foreign country (other than a foreign country which is territorially
contiguous to the continental United States) as may be necessary to
enable the Secretary to carry out the purposes of this subsection and
shall otherwise aid, assist, and cooperate with the Secretary in obtain-
ing such other information as may be necessary to cnable the Secretary
to carry out the purposes of this subsection.

Conviction of Subversive Activities, Ete,

(u) (1) If any individual is convicted of any offense (committed
after the date of the enactment of this subsection) under—

(A) chapter 37 (relating to espionage and censorship), chap-
ter 105 (relating to sabotage), or chapter 115 (relating to treason,
%d(iltion, and subversive activities) of title 18 of the United States

ode, or

(B) section 4, 112, or 113 of the Internal Security Act of 1950,
as amended,

then the court may, in addition to all other penalties provided by law,
impose a penalty that in determining whether any monthly insurance
benefit under this section or section 223 is payable to such individual
for the month in which he is convicted or for any month thereafter,
and in determining the amount of any such benefit payable to such
individual for any such month, there shall not be taken into account—-

(C) any wages paid to such individual or te any other indi-
vidual in the calendar quarter in which such conviction occurs or
in any prior calendar quarter, and

(D) any net earnings from self-employment derived by such
individualyor by any other individuaf) during a taxable year in
which such conviction occurs or during any prior taxable year,

(2) As soon as practicable after an additional penalty has, pur-
suant to paragraph (1), been imposed with respect to any individual,
the Attorney General shall notify the Secretary of such imposition,

(3) If any individual with respect to whom an additional penalty
has been imposed pursuant to paragraph (1) is granted a pardon of
the offense by the President of the United States, such additional
penalty shall not apply for any month beginning after the date on
which such pardon is granted.

REDUCTION OF INSURANCE BENJFITS
Maximum Benefits

Sec. 203. (a) Whenever the total of monthly henefits to which
individuals are entitled under sections 202 and 223 for a month on the
basis of the wages and self-employment income of an insured individ-
ual is greater than the amount appearing in column V of the table in
section 215(a) on the line on which appears in column IV such insured
individual’s primary insurance amount, such total of benefits shall be
reduced to such amount; except that—

(1) when any of such individuals so entitled would (but for
the provisions of section 202(k)(2)(A)) be entitled to child’s
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insurance benefits on the basis of the wages and self-employment
income of one or more other insured individuals, such total of
benefits shall not be reduced to less than the smaller of: (A) the
sum of the maximum amounts of benefits payable on the basis
of the wages and self-employment income of all such insured in-
dividuals, or (B) the last figure in column V of the table appear-
ing in section 215(a), or

(2) when any of such individuals was entitled (without the
application of section 202(j) (1) and section 223(b)) to monthly
benefits under section 202 or section 223 for December 1958, and
the primary insurance amount of the insured individual on the
basis of whose wages and self-employment income such monthly
benefits are payable is determined under the provisions of section
215(a) (2), then such total benefits shall not be reduced to less
than the larger of—

(A) the amount determined under this subsection with-
out regard to this paragraph, or

(B) the amount determined under this subsection as in
effect prior to the enactment of the Social Security Amend-
ments of 1958 or the amount determined under section 102
(h) of the Social Security Amendments of 1954, as the case
may be, plus the excess of-—

(i) the primary insurance amount of such insured
individual in column IV of the table appearing in sec-
tion 215 (a), over

(i1) his primary insurance amount determined under
section 215 (¢), or

(3) when any of such individuals is entitled (without the
application of section 202 (j) (1) and section 223 (b)) to monthly
benefits based on the wages and self-employment income of an
insured individual with respect to whom a period of disability
(as defined in section 216 (1)) began prior to January 1959 and
continued until—

(A) he became entitled to benefits under section 202 or
223, or

(B) he died, which ever first occurred,

and the primary. insurance amount of such insured individual
is determined under the provisions of section 215 (a) (1) or (3)
[and is not less than $68, then such total of benefits shall not be
reduced to less than the smaller of], then such total of benefits
shall not be reduced to less than $99.10 if such primary insurance
amount 1s $66, to less than $102.40 if such primary insurance
amount s $67, to less than $106.60 +f such primary insurance
amount 18 $68, or, if such primary insurance amount is higher
than $68, to less than the smaller of—

(C‘) [the last figure in column V of the table appearing
in section 215 (a)] the amount determined under this sub-
section without regard to this paragraph, or $206.60, whichever
18 larger, or

(D) the amount in column V of such table on the sarme
line on which, in column IV, appears his primary insurance
amount, plus the excess of— :

(1) such primary insurance amount, over

59766—60——11
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(ii) the smaller amount in column II of the table
on the line on which appears such primary insurance
amount. _

In any case in which benefits are reduced pursuant to the preceding
provisions of this subsection, such reduction shall be made after any
deductions under this section and after any deductions under section
222 (b). Whenever a reduction is made under this subsection, each
benetit, except the old- dge or disability insurance benefit, shall be
proportionately decreased.

Deductions on Account of Work or Failure to Have Child in Care

(b) Deductions, in such amounts and at such time or times as the
Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, until the
total of such deductions equals such individual’s benefit or benefits
under section 202 for any month—

(1) in which such individual is under the age of seventy-two
and for which month he is charged with any earnings under the
provisions of subsection (e) of this section; or

(2) in which such individual is under the age of seventy-two
and on seven or more different calendar days of which he engaged
in noncovered remunerative activity outside the United States;
or

(8) in which such individual, if a wife under age 65 entitled
to a wife’s insurance benefit, did not have in her care (individually
or jointly with her husband) a child of her husband entitled to a
chi{d’s insurance benefit and such wife’s insurance benefit for such
month was not reduced under the provisions of section 202 (q);

(4) in which such individual, if a widow entitled to a mother’s
insurance benefit, did'not have in her care a child of her deceased
husband entitled to a child’s insurance benefit; or

(5) in which such individual, if a former wife divorced entitled
to a mother’s insurance benefit, did not have in her care a child
of her deceased former husband, who (A) is her son, daughter,
or legally adopted child and (B) is entitled to a child’s insurance
benefit on the basis of the wages and self-employment income of
her deceased former husband. .

For purposes of paragraphs ({lif, (4), and (5), a child shall not be
considered to be entitled to a child’s insurance benefit for any month
in which an event specified in section 222(b) occurs with respect to
such child. No deduction shall be made under this subsection from
any child’s insurance benefit for the month in which the child entitled
to such benefit attained the age of eighteen or any subsequent month,

Deductions From Dependents’ Benefits Because of Work by Old-Age
Insurance Beneficiary ‘

(c)(1) Deductions shall be made from any wife’s, husbhand’s, or
child’s insurance benefit, based on the wages and self-employment
income of an individual entitled to old-age insurance benefits to
which a wife, husband, or child is entitled, until the total of such
deductions equals such wife’s, husband’s, or child’s insurance benefit
or benefits under section 202 for any month—

(A) in which the individual, on the basis of whose wagss and
self-employment income such benefit was payable, is under the age
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of seventy-two and for which month he is charged with any earn-
ings under the provisions of subsection (e) of this section; or

(B) in which the individual referred to in subparagraph (A)
is under the age of seventy-two and on seven or more Jdifferent cal-
endar days of which he engaged in noncovered remunerative
activity outside the United States, ,

(2) Deductions shall be made from any child’s insurance benefit
to which a child who has attained the age of eighteen is entitled or
from any mother’s insurance benefit to which a person is entitled, until
the total of such deductions equals such child’s insurance benefit or
benefits or mother’s insurance benefit or benefits under section 202 for
any month

(A) in which such child or person entitled to mother’s insurance
benefit is married to an individual entitled to old-age insurance
benefits under section 202(a) who is under the age of seventy-two
and for which month such individual is charged with any earnings
under the g:'ovisions of subsection (e) of this section, or

(B) in which such child or person entitled to mother’s insurance
benefits is married to the individual referred to in subparagraph
(A) and on seven or more different calendar days of which such
individual engaged in noncovered remunerative activity outside
the United States.

Occurrence of More Than One Event

(d) If more than one of the events specified in subsections (b) and
(Sc) and section 222 (b) occurs in any one month which would occasion
eductions equal to a benefit for such month, only an amount equal
to such benefit shall be deducted. The charging of earnings to any
month shall be treated as an event occurring in such month.

Months to Which Earnings Are Charged

(e) For the purposes of subsections (b) and (¢)—

(1) If an individual’s earnings for a taxable year of twelve
months are not more than $1,200, no month in such year shall be
charged with any earnings. If an individual’s earnings for a tax-
able year of less than twelve months are not more than the prod-
uct of [$1007] 8150 times the number of months in such year, no
month in such year shall be charged with any earnings.

(2) If an individual’s earnings for a taxable year of twleve
months are in ‘excess of [$1,200,] $1,800, the amount of his
earnings in excess of [$1,200F $1,800 shall be charged to months
as follows: The first $80 of such' excess shall be charged to the
first month of such taxable year, and the balance, if any, of such
excess shall be charged at the rate of $80 per month to each
succeeding month in such year to which such charging is not
prohibited by the last sentence of this paragraph, unti! all of such
balance has been applied. If an individual's earnings for a
taxable year of less than twelve months are more than the
product of [$100} #1560 times the number of months in such
vear, the amount of such earnings in excess of such product shall
be charged to months as follows: The first $80 of such excess
shall be charged to the first month of such taxable year, and the
bhalance, if any, shall be charged at the rate of $80 per month to
each succeeding month in suc‘% year to which such charging is not
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prohibited by the last sentence of this paragraph, until all of such
balance has been applied. Notwithstanding the preceding
provisions of this paragraph, no part of the excess referred to in
such provisions shall be charged to any month (A) for which the
individual whose carnings are invelved was not entitled to a
benefit under this title, (B) in which an event described in para-
graph (2), (3), (4), or (5) of subsection (b) occurred, (C) in which
such individual was age seventy-two or over, or (D) in which
such individual did not engage in self-employment and did not
render services for wages (determined as provided in paragraph
(4) of this subsection) of more than $100.

(3) (A) As used in paragragh (2), the term ‘‘first month of
such taxable year” means the earliest month in such year to
which the charging of the excess described in such paragraph is
not prohibited by the application of clauses (A), (B), (C), and
(D) thereof.

(B) Tor purposes of clause (D) of paragraph (2)—

(i) An 1individual will be presumed, with respect to an
month, to have been engaged in self-employment in sucg
month until it is shown to the satisfaction of the Secretar
that such individual rendered no substantial services in suc
month with respect to any trade or business the net income
or loss of which is includible in computing (as provided in

aragraph (4) of this subsection) his net earnings or net loss
rom self-employment for any taxable year. The Secretary
shall by regulations prescribe the methods and criteria for
determining whether or not an individual has rendered sub-
stantial services with respect to any trade or business.

(it) An individual wilF be presumed, with respect to any
month, to have rendered services for wages (determined as
provided in paragraph (4) of this subsection) of more than
$100 until it 1s shown to the satisfaction of the Secretary that
such individual did not render such services in such month
for miore than such amount.

(4) (A) An individual’s earnings for a taxable year shall he
(i) the sum of his wages for services rendered in such year and his
net earnings from self-employment for such year, minus (ii) any
net lossg from self-employment for such year.

(B) In determining an individual’s net earnings from self-
employment and his net loss from self-employment for purposes
of subparagraph (A) of this paragraph and subparagraph (B)
of paragraph (3), the provisions of section 211, other than para-
gr%phs (1), (4), and (5) of subsection (c¢), shall be applicable;
and any excess of income over deductions resulting from such a
computation shall be his net earnings from self-employment and
any excess of deductions over income so resulting shall be his net
loss from self-employment.

(C) For purposes of this subsection, an individual’s wages
shall be computed without regard to the limitations as to amounts
of remuneration specified in subsections (a), (2)(2), (&@)
(h)(2), and (3) of section 209; and in making such computation
gervices Whicﬂx do not constitute employment as defined in section
210, performed within the United é)tates bg' the individual as an
ﬁ.loyee or parformed outside the United States in the active

ilitary or naval service of the United States, shall be deemed to
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be employment as so defined if the remuneration for such services
is not includible in computing his net earnings or net loss from
self—emgloyment.

(5) Kor purposes of this subsection, wages (determined as
provided in paragraph (4)(C)) which, according to reports re-
ceived by the Secretary, are paid to an individual during a tax-
able year shall be presumed to have been paid to him for services
performed in such year until it is shown to the satisfaction of
the Secretary that they were paid for services performed in an-
other taxable year. If such reports with respect to an individual
show his wages for a calendar year, such individual’s taxable
year shall be presumed to be a calendar year for purposes of this
subsection until it is shown to the satisfaction of the Secretary
that his taxable year is not a calendar year.

Penalty for Failure To Report Certain Events

(f) Any individual in receipt of benefits subject to deduction under
subscction (b) [[or (¢)], (or who is in receipt of such benefits on behalf
of another individual), because of the occurrence of an event specified
therein (other than an event specified in subsection (b)(1) [or (c)(1)}),
who fails to report such occurrence to the Secretary prior to the
reccipt and acceptance of an insurance benefit for the second month
following the month in which such event occurred, shall suffer an
additional deduction equal to that imposed under subsection (b) [or
()], except that the first additional deduction imposed by this sub-
section in the case of any individual shall not exceed an amount equal
to one month’s benefit even though the failure to report is with respect
to more than one month.

Report of Earnings to Secretary

(@ (1)(A) If an individual is entitled to any monthly insurance
benefit under section 202 during any taxable year in which he has
earnings or wages, as computed pursuant to paragraph (4) of sub-
seetion (¢), in excess of the product of [$100] $150 times the number
of months in such year, such individual (or the individual who is in
receipt of such benefit on his behalf) shall make a report to the Sec-
retary of his earnings (or wages) for such taxable year. Such report
shall be made on or before the fifteenth day of the fourth month fol-
lowing the close of such year, and shall contain such information and
be made in such manner as the Secretary may by regulations prescribe.
Such report need not be made for any taxable year (i) beginning with
or after the month in which such individual attained the age of 72,
or (i) if benefit payments for all months (in such taxable year) in
which such individual is under age 72 have been suspended under the
provisions of the first sentence of paragraph (3) of tﬁis subsection.

(B) If the benefit payments of an individual have been suspended
for all months in any taxable year under the provisions of the first
sentence of paragraph (3) of subsection (g), no benefit payment shall
be made to such individual for any such month in such taxable year
after the expiration of the period of three years, three months, and
fifteen days following the close of such taxable year uuless within
such period the individual, or some other person entitled to benefits
under this title on the basis of the same wages and self-employment
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income, files with the Secretary information showing that a benefit
for such month is payable to such individual.

(2) If an individual fails to make a report required under para-
graph (1), within the time prescribed therein, for any taxable year and
any deduction is imposed under subsection (b)(1) by reason of his
earnings for such year, he shall suffer additional deductions as follows:

(A) if such failure is the first one with respect to which an
additional deduction is imposed under this paragraph, such addi-
tional deduction shall be equal to his benefit or benefits for the last
month of such year for which he was entitled to a benefit under
section 202; o

(B) if such failure is the second one for which an additional
deduction is imposed under this paragraph, such additional deduc-
tion shall be equal to two times his benefit or benefits for the
last month of such year for which he was entitled to a benefit
under section 202;

(C) if such failure is the third or a subsequent one for which an
additional deduction is imposed under this paragraph, such addi-
tional deduction shall be equal to three times his lgmneﬁt or benefits
for the last month of such year for which he was entitled to a
benefit under section 202;

except that the number of the additional deductions required by this
paragraph with respect to a failure to report earnings for a taxable
year shall not exceed the number of months in such year for which
such individual received and acéepted insurance benefits under section
202 and for which deductions are imposed under subsection (b)(1)
by reason of his earnings. In determining whether a failure to report
earnings is the first ¢r a subsequent failure for any individual, all
taxable years ending prior to the imposition of the first additional
deduction under this paragraph, other than the latest one of such
years, shall be disregarded.

(3) If the Secretary determines, on the basis of information ob-
tained by or submitted to him, that it may reasonably be expected
that an individual entitled to benefits under section 202 for any taxable
year will suffer deductions imposed under subsection (b)(1) by reason
of his earnings for such year, the Secretary may, before the close
of such taxable year, suspend the payment for each month in such
gear (or for only such months as the Secretary may specify) of the

enefits payable on the basis of such individual’s wages and self-
employment income; and such suspension shall remain in effect with
respect to the benefits for any month until the Secretary has determined
whether or not any deduction is imposed for such month under sub-
section (b). The Secretary is authorized, before the close of the
taxable year of an individual entitled to benefits during such year, to
request of such individual that he make, at such time or times as the
Secretary may specify, a declaration of his estimated earnings for the
taxable year and that he furnish to the Secretary such other informa-
tion with respect to such earnings as the Secretary may specify. A
failure by such individual to co_méwly with any such request shall in
itself constitute justification for a determination under this paragraéph
that it may reasonably be expected that the individual will sufier
deductions imposed under subsection (b)(1) by reason of his earnings
for such year. If, after the close of a taxable year of an individual
entitled to benefits under section 202 for such year, the Secretary
requests such individual to furnish a report of his earnings (as com-
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puted pursuant to paragraph (4) of subsection (e)) for such taxable

ear or any other information with respect to such earnings which the
gecretary may specify, and the individual fails to comply with such
request, such failure shall in itself constitute justification for a deter-
mination that such individual’s benefits are subject to deductions
under subsection (b)(1) for each month in such taxable year (or
only for such months thereof as the Secretary may specify) by reason
of his earnings for such year.

Circumstances Under Which Deductions and Reductions Not
Required

(h) In the case of any individual, deductions by reason of the provi-
sions of subsection (b), (f), or (g) of this section, or the provisions
of section 222(b), shall, notwithstanding such provisions, be made
from the benefits to which such individual is entitled only to the
extent that such deductions reduce the total amount which would
otherwise be paid, on the basis of the same wages and self-employment
income, to such individual and the other individuals living in the same
household.

(i) [Repealed.]

Attainment of Age Seventy-two

(j) For the purposes of this section, an individual shall be con-
sidered as seventy-two years of age during the entire month in which
he attains such age.

Noncovered Remunerative Activity Outside the United States

(k) An individual shall be considered to be engaged in noncovered
remunerative activity outside the United States if he performs
services outside the United States as an employee and such services
do not constitute employment as defined in section 210 and are not
performed in the active military or naval service of the United States,
or if he carries on a trade or business outside the United States
(other than the performance of service as an employee) the net income
or loss of which (1) is not includible in computing his net earnings
from net earnings from self-employment, if carried on in the United
States, by any of the numbered paragraphs of section 211(a). When
used in the preceding sentence with respect to a trade or business
(other than the performance of service as an employee), the term
“United States”’ does not include Puerto Rico or the Virgin Islands in
the case of an alien who is not a resident of the United States (including
Puerto Rico and the Virgin Islands; and the term *‘trade or business”
shall have the same meaning as when used in section 162 of the Internal
Revenue Code of 1954. _

Good Cause for Failure to Make Reports Required

(1) The failure of an individual to make any report required b
subsection (f) or (g) (1) (A) within the time prescribed therein shall
not be regarded as such a failure if it is shown to the satisfaction ~*
the Secretary that he had good cause for failing to make such report
within such time. The determination of what constitutes good cause
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for {)urposes of this subsection shall be made in accordance with
regulations of the Secretary.

OVERPAYMENTS AND UNDERPAYMENTS

Sec. 204. (a) Whenever an error has been made with respect to
payments to an individual under this title (including payments made
prior to January 1, 1940), proper adjustments shal% be made, under
regulations prescribed by tﬁe Secretary, by increasing or decreasin

ubsequent payments to which such individual is entitled. If suc
individual dies before such adjustment has been completed, adjustment,
shall be made by increasing or decreasing subsequent benefits payable
with respect to the wages and self-employment income which were the
basis of benefits of such deceased individual.

(b) There shall be no adjustment or recovery by the United States
in any case where incorrect payment has been made to an individual
who 1s without fault (inclucﬁng payments made prior to January 1,
1940), and where adjustment or recovery would defeat the purpose
of this title or would be against equity and good conscience.

(¢) No certifying or disbursing officer shall be held liable for any
amount certified or paid by him to any person where the adjustment
or recovery of such amount is waived under subsection (b), or where
adjustment under subsection (a) is not completed prior to the death
of all persons against whose benefits deductions are authorized.

EVIDENCE, PROCEDURE, AND CERTIFICATION FOR PAYMENT

Suc. 205. (a) The Secretary shall have full power and authority
to make rules and regulations and to establish procedures, not incon-
sistent with the provisions of this title, which are necessary or appro-
priate to carry out such provisions, and shall adopt reasonable and
proper rules and regulations to regulate and provide for the nature
and extent of the proofs and evidence and the method of taking and
furé)ishing the same in order to establish the right to benefits here-
under.

(b) The Secretary is directed to make findings of fact, and decisions
as to the rights of any individual applying for a payment under this
title. Upon request by any such individual or upon request by a
wife, widow, former wife divorced, husband, widower, child, or parent
who makes a showing in writing that his or her rights may be preju-
diced by any decision the Secretary has rendered, he shall give such
applicant and such other individual reasonable notice and opportunit
for a hearing with respect to such decision, and, if a hearing is held,
shall, on the basis of evidence adduced at the hearing, affirm, modify,
or reverse his findings of fact and such-decision. Any such request
with respect to such a decision must be filed within such period after
such decision as may be prescribed in regulations of the Secretary,
except that the period so prescribed may not be less than six months
after notice of such decision is mailed to the individual making such
re?uest,. The Secretary is further authorized, on his own motion, to
hold such hearings and to conduct such investigations and other ‘pro-
ceedings as he may deem necessary or proper for the administration
of this title, In the course of any hearing, investigation, or other
proceeding, he may administer oaths and affirmations, examine wit-
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nesses, and receive evidence. Evidence may be received at any
hearing before the Secretary even though inadmissible under rules of
evidence a,pPlicable to court procedure.

(¢) (1) For the purposes of this subsection—

(A) The term ‘‘year’” means a calendar year when used with
respect to wages and a taxable year (as defiued in section 211 (e))
when used with respect to self-employment income,

(B) The term “time limitation’’ means a period of three years,
three months, and fifteen days.

(C) The term “survivor’” means an individual’s spouse, former
wife divorced, child, or parent, who survives such individual.

(2) On the basis of information obtained by or submitted to the
Secretary, and after such verification thereof as he deems necessary,
the Secretary shall establish and maintain records of the amounts of
wages paid to, and the amounts of self-employment income derived
by, each individual and of the periods in which such wages were paid
and such income was derived and, upon request, shall inform any indi-
vidual or his survivor, or the legal representative of such individual
or his estate, of the amounts of wages and self-employment income of
such individual and the periods during which such wages were paid
and such income was derived, as shown by such records at the time
of such request.

(3) The Secrevary’s records shall be evidence for the purpose of
procecedings before the Secretary or any court of the amounts of
wages paid to, and self-employment income derived by, an individual
and of the periods in which such wages were paid and such income
was derived. The absence of an entry in such records as to wages
alleged to have been paid to, or as to self-employment income alleged
to have been derived by, an individual in any period shall be evidence
that no such alleged wages were paid to, or that no such alleged income
was derived by, such individual during such period.

(4) Prior to the expiration of the time limitation following any
year the Secretary may, if it is brought to his attention that any entry
of wages or self-employment income in his records for such year 1s
erroneous or that any item of wages or self-employment income for
such year has been omitted from such records, correct such entry or
include such omitted item in his records, as the case may be. After
the expiration of the time limitation following any year—

(A) the Secretary’s records (with changes, if any, made pur-
suant to paragraph (5)) of the amounts of wages paid to, and
self-employment income derived by, an individual during any
pexl'iod in such year shall be conclusive for the purposes of this
title;

(B) the absence of an entry in the Secretary’s records as to the
wages alleged to have been paid by an employer to an individual
during any period in such year shall be presumptive evidence for
the purposes of this title that no such aﬁ)eged wages were paid to
such individual in such period; and

(C) the absence of an entry in the Secretary’s records as to the
self-employment income alleged to have been derived by an indi-
vidual in such year shall be conclusive for the purposes of this
title that no such alleged self-employment income was derived by
such individual in such year unless it is shown that he filed a tax

- return of his self-employment income for such year before the
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expiration of the time limitation following such year, in which
case the Secretary shall include in his records the self-employment
income of such individual for such year. ‘

(6) After the expiration of the time limitation following any year
in which wages were paid or alleged to have been paid to, or self-
employment income was derived or alleged to have been derived by,
an individual, the Secretary may change or delete any entry with
respect to wages or self-employment income in his records of such

car for such individual or include in his records of such year for such
m(liividual any omitted item of wages or self-employment income but
only — )

(A) if an application for monthly benefits or for a lump-sum
death payment was filed within the time limitation following
such year; cxcept that no such change, deletion, or inclusion may
be made pursuant to this subparagrapb after a final decision upon
the application for monthly benefits or lump-sum death payment;

(B) if within the time limitation following such year an indi-
vidual or his survivor makes a request for a change or deletion,
or for an inclusion of an omitted item, and alleges in writing
that the Seccretary’s records of the wages paid to, or the seli-
employment income derived by, such individual in such year are
in one or more respects erroncous; except that no such change,
deletion, or inclusion may be made pursuant to this subparagraph
after a final decision upon such request. Written notice of the
Secrotary’s decision on any such request shall be given to the
individual who made the request;

(C) to correct errors apparent on the face of such records;

(D) to transfer items to records of the Railroad Retirement
Board if such items were credited under this title when they
should have been credited under the Railroad Retirement Act, or
to enter items transicired by the Railroad Retirement Board
which have been credited under the Railroad Retirement Act
when they should have been credited under this title;

- (E) to delete or reduce the amount of any entry which is
erroneous as a result of fraud;

L(F) to conform his records to tax returns or portions thercof
(including information returns and other written statements)
filed with the Commissioner of Internal Revenue under title VIII
of the Social Security Act, under subchapter E of chapter 1 or
subchapter A of chapter 9 of the Internal Revenue Code of 1939,
or chapters 2 and 21 of the Internal Revenue Code of 1954 or
under regulations made under authority of such title or subchap-
ter or chapter, and to information returns filed by a State pur-
suant to an agreemnent under section 218 or regulations of the
Secretary thereunder; except that no amount of self-employment
income of an individual for any taxable year (if such return or
statement was filed after the expiration of the time limitation .
following the taxable year) shall be included in the Secretary’s
records pursuant to this subparagraph;}

(F) to conform his records to—

(2) tax returns or portions thereof (including information re-
turns and other written statements) filed unth the Commaissioner
of Internal Revenue under title VIII of the Social Security Act,
under subchapter E of chapter 1 or subchapter A of chapter 9
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o{ the Internal Revenue Code of 1939, under chapter 2 or 21 o
the Internal Revenue Code of 1954, or under regulations m
.under authority of such title, s%cﬁapter, or chapter;
(1) wage reports filed by a State pursuant to an agreement
under section 218 or regulations of the Secretary thereunder; or
(132) assessments of amounts due under an agreement pur-
suant to gection 218, if such assessments are made within the
period specified in subsection (q) of such section, or allowances
of credits or refunds of overpayments by a State under an
agreement pursuant to such section; :

" except that no amount of self-employment income of an individual
for any taxable year (if such return or statement was filed after the
expiration of the time limitation following the taxzable year) shall be
included in the Secretary’s records pursuant to this subparagraph;

(G) to correct errors made in the allocation, to individuals or
periods, of wages or self-employment income entered in tha records
of the Secretary;

(H) to_include wages paid during any period in such year
to an individual by an employer if there 1s an absence of an
entry in the Secrctary’s records of wages having been paid by
such employer to such individual in such period;

(I) to enter items which constitute remuneration for employ-
ment under subsection (0), such entries to be in accordance with
certified reports of records made by the Railroad Retirement
Board pursuant to section 5 (k) (3) of the Railroad Retirement
Act of 1937; or ‘

(J) to include sclf-employment income for any taxable year,
up to, but not in excess of, the amount of wages deleted by the
Secretary as payments erroneously included in such records as
wages paid to such individual, if such income (or net earnings
from self-employment, not already included in such records as
self-employment income, is included in a return or statement
(referred to in subparagraph (F)) filed before the expiration of
the time limitation following the taxable year in which such
deletion of wages is made,

(6) Written notice of any deletion or reduction under paragraph
(4) or (5) shall be given to the individual whose record is involved
or to his survivor, except t